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SECURITIES ACT OF 1933 
Release No. 5433/October 24, 1973 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF WORLD WHOLESALE, INCORPORAT- 
ED 


The Securities and Exchange Commission has issued an or- 
der temporarily suspending the Regulation A exemption 
from registration under the Securities Act of 1933 with res- 
pect to a public offering of securities by World Wholesale, 
Incorporated (World Wholesale) of Salt Lake City, Utah. 
Continental Securities Company of Omaha, Nebraska, was 
designated as the underwriter of the offering. 


Pursuant to a notification filed on December 17, 1971, 
World Wholesale offered 1,000,000 shares of its 1-cent par 
value common stock at 25-cents per share for an aggregate 
offering price of $250,000. According to the order, the 
Commission has reason to believe that: (a) the terms and 
conditions of Regulation A have not been complied with, 
in that, among other things, the offering circular failed to 
state accurately the use to which the proceeds of the offer- 
ing were to be applied, the nature of the World Whole- 
sale’s business, the actual underwriters of the offering, and 
the actual plan for the distribution of the offering; (b) the 
notification and offering circular filed by World Wholesale 
contained untrue statements of material facts and omitted 
to state material facts necessary in order to make, the state- 
ments made, in light of the circumstances under which they 
were made, not misleading, particularly with respect to, 
among other things, the actual and undisclosed under- 
writers of the offering, the use to be made of the proceeds 
of the offering and the plan of distribution; and (c) the 
offering was made in violation of Section 17 of the Securi- 
ties Act of 1933, as amended. 





SECURITIES ACT OF 1933 
Release No. 5434/October 25, 1973 


Admin. Proc. File No. 3-3903 
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In the Matter ofge 


_ 
VIEW-X-INC. 
225 East Bridger Avenue 
Las Vegas, Nevada 
(24SF-3696) 


ORDER PERMANENTLY SUSPENDING REGULATION 
A EXEMPTION 


View-X-Inc. (“issuer”), a California corporation which plan- 
ned to develop and sell or lease a multiple-color transparency 
display device for use in the visual advertising media, filed 
with the Commission a notification and an offering circular 
for the purpose of obtaining an exemption from the regis- 
tration requirements of the Securities Act of 1933, pursuant 
to Section 3(b) thereof and Regulation A thereunder, with 
respect to a proposed public offering of 250,000 shares of 
its common stock at $2.00 per share. The offering, which 
was underwritten by J. Shapiro Co. of Beverly Hills, Cali- 
fornia, was completed on March 16, 1972. 


The Commission on September 20, 1972 issued an order 
pursuant to Rule 261 of Regulation A temporarily suspen- 
ding the exemption. The order alleged that the notifica- 
tion and offering circular omitted material facts necessary to 
make statements made therein not misleading in that it was 
not disclosed that one Lawrence O. Gibbons was a pro- 
moter, affiliate and de facto officer and director of issuer 
and that a substantial portion of the proceeds would be 
used for his benefit and that of Leo Gibbons and not for 
developing the issuer’s device. It was further alleged that 
the underwriter’s salesmen advised certain prospective pur- 
chasers to ignore statements in the offering circular, misled 
them as to the development and marketing of the issuer’s 
product and future rises in the price of the stock, did not 
give certain purchasers offering circulars or gave such after 
the proper time, and prevented certain purchasers from 
selling their shares when they wished or encouraged them 
not to do so. The order further alleged that by virtue of the 
above facts the terms and conditions of Regulation A had 
not been complied with and the offering was made in vio- ' 
lation of Section 17 of the Securities Act. 


The order specified that if no hearing were requested on the 
issue of whether the suspension order should be vacated or 
made permanent, and if none were ordered by the Com- 
mission, the temporary suspension would become perman- 
ent. No hearing was requested by the issuer, and the under- 
writer, which did request a hearing, later withdrew its re- 
quest without admitting any of the allegations in the order. 


In view of the foregoing, it is appropriate to enter an order 
permanently suspending the exemption. 


Accordingly, 1T IS ORDERED, pursuant to Rule 261 of 
Regulation A under the Securities Act of 1933, that the 
exemption from registration with respect to the public offer- 
ing of securities by View-X-Inc. be, and it hereby is, per- 
manently suspended. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10446/October 23, 1973 


The Securities and Exchange Commission has ordered the } 
institution of public administrative proceedings against 
Ferruggia, Lippman and Coyle, Inc. a Union, New Jersey 

broker dealer; Gary T. Ferruggia, president; Mark L. Lipp- 

man, secretary and treasurer; Robert W. Herko, a former 

vice president; and Leo Nardone, a former trader of the 

firm. The proceedings are based on allegations by the staff 
that the respondents violated and aided and abetted vio- } 
lations of the anti-fraud provisions of the federal securities 
laws in connection with the purchase and sale of the com- 
mon stock of International Hydrolines, Inc. ("IHI”). The 
order charges that the respondents unreasonably recom- 
mended the purchase of IH! stock and charged prices not 
reasonably related to the prevailing market price at the | 
time such transactions occurred. The firm was also charged 

with violating, and Nardone with aiding and abetting vio- 

lations of the extension of credit provisions of the Exchange 

Act. 


A hearing will be scheduled by further order to take evi- 
dence on the staff charges and afford the respondents an 
opportunity to offer any defenses thereto, for the purpose 
of determining whether the allegations are true and, if so, 
whether any action of a remedial nature is necessary or 
appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10447/October 24, 1973 


The Securities and Exchange Commission has ordered pub- 
lic administrative proceedings under the Securities Exchange 
Act of 1934 against Tennessee Securities, Inc. ("Registrant”), 
a registered broker-dealer of Nashville, Tennessee. Also 
named as respondents are Charles Roy Gaw, President and 
Lloyd Edward Gaw, Vice President of Registrant. 


The proceedings are based upon allegations of the Com- 
mission's staff that during the period from on or about 
October 1, 1969 to on or about June 30, 1972, Registrant 
and the Gaws sold stock of Southeastern Inns Corporation 
and of Scottish Inns of America, Inc., in violation of the 
registration requirements of the Securities Act of 1933. 


The order for Proceedings also alleges that Registrant and 
the Gaws employed schemes and artifices to defraud in 
connection with transactions in various securities, includ- 
ing stock of Economy Inns Corporation and Imperial Land 
Corporation, by charging customers unreasonable markups, 
and also employed manipulative and deceptive devices by 
hypothecating customers’ securities without their written 
consent and by commingling such securities with securities 
carried for the accounts of persons other than bona fide 
customers under a lien for a loan made to Registrant. 


Registrant and the Gaws are also charged with violations of 








the extension of credit provisions of the Exchange Act and 
of Regulation T; with violations of certain of the bookkeep- 
ing provisions of the Exchange Act and Rules thereunder 
and with filing false and misleading reports of Registrant's 
financial condition on Form X-17A-5. 


A hearing will be scheduled by further order to take evi- 
dence on the staff allegations and to afford the respondents 
an opportunity to offer any defenses thereto, and for the 
purpose of determining whether the allegations are true and, 
if so, whether any action of a remedial nature should be 
ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10448/October 23, 1973 


The Securities and Exchange Commission has ordered puo- 
lic administrative proceedings under the Securities Exchange 
Act of 1934 involving Kirsch, Chandler, Feeney & Co., Inc. 
(Registrant), a registered broker-dealer of Des Moines, lowa; 
Arthur J. Kirsch, President, Director and shareholder of 
Registrant, Roderic W. Chandler, Executive Vice-President, 
Director and shareholder of Registrant and the following 
Vice-Presidents, Directors and shareholders of Registrant: 
Robert E. Feeney, Michael J. Kroneberger, Francis P. Takes, 
Harvey L. Velgersdyk, Charles G. Sickmon, Michael T. 
Phalen, Jack R. Willer, John R. Patterson, Earl W. Takes, 
James L. Blood, Maurice L. Oehler, George H. Halma, Hugh 
Nocton and James McBroom. The following sales repre- 
sentatives of Registrant were also named in the Com- 
mission’s Order: James L. Blood, Maurice L. Oehler, George 
H. Halma, Hugh Nocton, James M. McBroom and Earl 
Takes. 


The proceedings are based upon allegations of the Com- 
mission’s staff that the respondents violated the registration 
and anti-fraud provisions of the Federal Securities Laws in 
the offer and sale of securities of New Life Trust, Inc. In 
addition the Commission's staff has alleged violations of the 
registration provisions of the Federal Securities Laws in the 
offer and sale of securities of Corona de Tuscon, Inc., 
Arizona-Florida Equities Corp., Marketing Specialists, Inc., 
and The Equitable Development Corp. Further, Registrant, 
Arthur J. Kirsch and Roderic W. Chandler are charged with 
failing reasonably to supervise employees of the Registrant 
with<a view to preventing the allegations alleged in the order. 


A hearing will be scheduled by further order to take evi- 
dence on the staff’s allegations and to afford the respondents 
an opportunity to offer any defenses thereto, for the pur- 
pose of determining whether the allegations are true and, if 
so, whether any action of a remedial nature should be order- 
ed by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10449/October 24, 1973 


The Securities and Exchange Commission has ordered pub- 
lic administrative proceedings under the Securities Exchange 


Act of 1934 involving the Heritage Securities Corporation 
(Registrant), a registered broker-dealer located at 2020 
Liberty Tower, Oklahoma city, Oklahoma 73102. Also 
named was George P. Bishop (Bishop) the president of 
Registrant. 


The proceedings are based upon allegations of the Com- 
mission's staff that the Registrant, aided and abetted by 
Bishop, failed to amend its registration with the Com- 
mission and violated bookkeeping and financial reporting 
provisions of the Federal securities laws. 


A hearing will be scheduled by further order of the Com- 
mission to take evidence on the staff allegations and to af- 
ford the respondents an opportunity to offer any defenses 
thereto for the purpose of determining whether the alle- 
gations are true, and, if so, whether any action of a remedial 
nature should be ordered by the Commission. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10450/October 25, 1973 


Admin. Proc. File No. 3-4330 
In the Matter of 


GERALDINE CHEVALIER 
New York, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Geraldine Chevalier, who was a registered repre- 
sentative of Cohen Goren Equities, Inc. (“registrant”), for- 
merly a registered broker-dealer, 1/ has submitted an offer 
of settlement. Solely for the purpose of these proceedings 
and without admitting or denying the allegations in the or- 
der for proceedings, respondent consents to findings of 
misconduct as alleged in that order and to the imposition of 
a specified sanction. Upon the recommendation of its staff, 
the Commission determined to accept the offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 2/ 


1. During the period from about May 24, 1972 to February 
14, 1973, Chevalier willfully violated Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act and 
Rules 10b-5 and 10b-6 thereunder in connection with a 
registered public offering of stock of Logos Development 
Corp. and trading in the stock thereafter. Registrant was 
underwriter for an offering of 125,000 shares of Logos 
stock at $10 per share pursuant to a registration statement 
effective May 24, 1972. Chevalier withheld shares from 
public sale and placed them in a nominee account, later 
selling the shares in the after-market for a substantial profit 
at artiticially inflated prices. She induced customers to pur- 
chase stock in the offering by representing that Logos was 
a “hot issue” and would open at a premium far in excess of 
the public offering price, and required customers to pur- 
chase the stock in the after-market in order to obtain shares 
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of the offering. While participating in the Logos distri- 
bution, Chevalier bid for and purchased the stock for her 
Own account and accounts in which she had a beneficial in- 
terest, and induced others to purchase the stock. 


2. During the period from about May 24, 1972 to June 28, 
1973, Chevalier willfully aided and abetted violations of 
Section 17(a) of the Exchange Act and Rule 17a-3 there- 
under in that false entries were made in registrant's books 
and records with zespect to its activities in Logos stock, and 


it failed to make and keep current certain books and records. 


The offer of settlement provides that Chevalier may be bar- 
red from association with any broker-dealer, investment 
adviser or investment company with the proviso that, after 
one year, she may apply to the Commission for permission 
to become so associated in a non-supervisory or proprietary 
capacity. 


In view of the foregoing, it is in the public interest to impose 
the sanction specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that Geraldine Chevalier be, 
and she hereby is, barred from being associated with any 
broker-dealer, investment adviser or investment company 
except that, after one year, she may apply for permission to 
become so associated in a non-supervisory or proprietary 
capacity. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Registrant's broker-dealer registration was revoked pur- 
suant to an offer of settlement. Securities Exchange Act 
Release No. 10252 (June 28, 1973), 2 SEC Docket 70. 


2/ The findings herein are not binding upon any of the 
other respondents named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10451/October 24, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act of 
1934 ("Exchange Act”) the temporary suspension of over- 
the-counter trading in all securities of United States National 
Bank of San Diego (“USNB”), located in San Diego, Cali- 
fornia, and in all securities of Westgate California Corpo- 
ration (“Westgate”), also located in San Diego, California, 
for a ten-day period commencing at 1:45 P.M. (EDT) on 
October 24, 1973 and terminating at midnight (EDT) on 
November 2, 1973. 


The Commission initiated the temporary trading suspension 
in securities of USNB and Westgate at the request of the 
two companies in view of the relationship between USNB 
and Westgate and the circumstances surrounding the pur- 
chase of certain assets and liabilities of USNB by Crocker 
National Bank on October 18, 1973 and to allow the pub- 
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lic time to evaluate this information. 


On May 31, 1973, the Commission filed an action, in the 

U. S. District Court, Southern District of California, alleging, 
in part, violations of the anti-fraud and reporting require- 
ments of the Federal securities iaws against Westgate and 
others. Certain of the other defendants have consented to 
the issuance of an injunction which was issued by the court. 


The Commission cautions broker-dealers, shareholder, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension no quo- 
tation may be entered unless and until they have strictly 
complied with all of the provisions of said rule. If any bro- 
ker or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Division of En- 
forcement in Washington, D. C. If any broker or dealer is 
uncertain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will con- 
sider the need for prompt enforcement action. 


For further information, see Litigation Release Nos. 5941, 
5942, and 6045 and Securities Exchange Act of 1934, 
Release Nos. 10145 and 10228. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10452/October 24, 1973 


The Securities and Exchange Commission announced that 
the suspension of trading in the securities of Pennsylvania 
Life Company (“Pennsylvania”) and its majority owned 
subsidiary, Penn General Agencies, Inc. (“PGA”), both of 
Santa Monica, California, will terminate at 9:45 a.m. EDT 
on October 25, 1973. 


The Commission first initiated the trading suspensions in 
the securities of Pennsylvania and PGA on October 10 and 
October 11, 1973 respectively. The suspensions were i- 
nitiated by the Commission pending clarification and dis- 
semination by Pennsylvania of information concerning its 
operations, including information concerning transactions 
between subsidiaries of Pennsylvania and subsidiaries of 
Equity Funding Corporation of America. 


On October 20, 1973, Pennsylvania disseminated a letter 
and report to its shareholders and to the news media con- 
cerning the foregoing matters. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
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available information and any information subsequently 
issued by the company. The commission's investigation of 
this matter is continuing. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and Ex- 
change Commission, Division of Enforcement in Washing- 
ton, D. C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such 
time as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any bro- 
ker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10453/October 24, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c) (5) of the Securities Exchange Act of 
1934 the temporary suspension of over-the-counter trading 
in the securities of Autobale America Corp. ("Autobale”), 
located in San Leandro, California, for a ten-day period 
commencing at 2:00 p.m. (EDT) October 24, 1973 through 
November 2, 1973. 


The Commission initiated the trading suspension in the 
securities of Autobale because of the unavailability of ade- 
quate and accurate information concerning the business 
operations of Autobale. In addition, certain questions have 
been raised as te recent developments concerning the 
management and control of Autobale. The company has 
informed the Commission that it placed a stop order pro- 
hibiting the transfer of the company’s common stock. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly complied 
with all of the provisions of said rule. If any broker or 
dealer has any questions as to whether or not he has com- 
plied with said rule, he should not enter any quotation but 
immediately contact the staff of the Securities and Ex- 
change Commission, Division of Enforcement in Washing- 
ton, D. C. If any broker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such 
time as he has familiarized himself with said rule and is cer- 
tain that all of its provisions have been met. If any broker 





or dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10454/October 25, 1973 


See Investment Advisers Act Release No. 392/October 25, 
1973. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10455/October 26, 1973 


Admin. Proc. File No. 3-3351 
In the Matter of 


CAPITAL COUNSELLORS, INC. 
(8-8466) 


CAPITAL ADVISORS, INC. 
New York, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings pursuant to Sections 15(b) and 15A 
of the Securities Exchange Act and Section 203 of the In- 
vestment Advisers Act of 1940, the receiver for Capital 
Counsellors, Inc. and Capital Advisers, Inc., a registered 
broker-dealer and formerly a registered investment adviser, 
respectively, solely for the purpose of settlement of these 
proceedings and without admitting or denying the alle- 
gations in the order for proceedings, consented to findings 
of willful violations of provisions of the securities acts 
specified in the order for proceedings, to a failure of 
supervision, and to entry of an order revoking the broker- 
dealer registration of Counsellors and barring Advisors from 
association with any broker or dealer, with the proviso that 
Counsellors’ broker-dealer registration remain in effect for 
the limited purpose of retaining jurisdiction of the Securi- 
ties Investor Protection Corporation over Counsellors. 


Accordingly, on the basis of the consents and the alle- 
gations in the order for proceedings pertaining to these res- 
pondents, it is found that: 


1. During the period from November 1967 to March 25, 
1971, respondents willfully violated the registration provi- 
sions of Sections 5(a) and 5(c) of the Securities Act of 
1933 and the antifraud provisions of Section 17(a) of the 
Securities Act, Section 10(b) of the Exchange Act and 

Rule 10b-5 thereunder and Section 206 of the Advisers Act 
and Rule 206(4)-1 thereunder. Among other things, res- 
pondents offered and sold securities in the form of a Bond 
Plan, an investment contract, when no registration state- 
ment was filed or in effect as to such securities pursuant to 
the Securities Act. In connection with such activity, res- 
pondents gave false and misleading information to the Com- 
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mission to obtain a “no action” letter relating to the sale of 
the Bond Plan without registration, and made false and mis- 
leading statements regarding the safety of such investment, 
the profits to be derived, the business and operations of the 
issuer, the return or refund of funds invested, and the super- 
vision of the issuer by regulatory agencies. In addition, they 
made false and misleading statements in connection with a 
put and call investment program with respect to the amount 
and nature of the investment fees, the claim of large returns, 
and the losses resulting to clients from respondents’ recom- 
mendations. 


2. During the same period, Counsellors, willfully aided and 
abetted by Advisors, willfully violated: 


a. Sections 8(c) and 15(c) of the Exchange Act and Rules 
8c-1(a) and 15c2-1 thereunder in that it hypothecated and 
arranged for and permitted the continued hypothecation of 
securities carried for the accounts of customers under cir- 
cumstances permitting such securities to be hypothecated 
and subject to liens of pledgees for a sum in excess of the 
aggregate indebtedness of all customers in respect of such 
securities. 


b. Section 15(c) (3) of the Exchange Act and Rule 15c3-1 
thereunder in that it effected securities transactions when 

its aggregate indebtedness exceeded 2,000% of its net capi- 
tal. 


c. Section 15(c) (1) of the Exchange Act and Rule 15c1-4 
thereunder, in that customers were not given written notifi- 
cation at or before the completion of each transaction 
showing the amount and source of all commissions and 
other remuneration received or to be received in connection 
with each transaction. 


d. Section 17(a) of the Exchange Act and Rules 17a-3 and 
17a-4 thereunder, in that it failed to accurately make, keep 
current and preserve certain required books and records. 


3. During the period from about January 1968 to October 
27, 1971, Counsellors, willfully aided and abetted by \ 
Advisors, willfully violated Section 15(c) of the Exchange 
Act and Rule 15c3-2 thereunder in that it failed to notify 
customers that the free credit balances in their accounts 
were not segregated, were being used in the operation of the 
broker-dealer business, and were payable to the customers 
on demand, and Section 15(b) (1) of the Exchange Act and 
Rule 15b3-1 thereunder, in that it failed to file a revised 
broker-dealer registration form and amendments thereto as 
required. 


4. Respondents failed reasonably to supervise other persons 
under their supervision with a view to preventing such vio- 
lations by the other persons. On June 17, 1971 an order was 
entered in the United States District Court for the Southern 
District of New York preliminarily enjoining the respondents 
and others from further violations of Sections 5(a), 5(c) and 
17(a) of the Securities Act and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions consented to by these respondents. 


Accordingly, 1T 1S ORDERED, subject to the provision re- 


630/SEC DOCKET 





cited above, that the registration as a broker and dealer of 

Capital Counsellors, Inc. be, and it hereby is, revoked, and 
that Capital Advisors, Inc. be, and it hereby is, barred from 
being associated with any broker or dealer. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10456/October 26, 1973 


Admin. Proc. File No. 3-3351 
In the Matter of 


SHERMAN BUSH 
South Chatham, Massachusetts 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings pursuant to Sections 15(b) and 15A 

of the Securities Exchange Act and Section 203 of the In- 
vestment Advisers Act of 1940, Sherman Bush, who had 

been associated with a registered broker-dealer, solely for 

the purpose of settlement of these proceedings and without 
admitting or denying the allegations in the order for pro- 
ceedings, consented to findings of willful violations as 

alleged in the order for proceedings, and to the entry of an , 
order barring him from association with any broker, dealer 

or investment adviser. 


On the basis of respondent's consent and the allegations in 
the order for proceedings, it is found that during the period 
1970 to March 1971, he willfully violated Sections 5(a), 

5(c) and 17(a) of the Securities Act of 1933, Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder, and Sec- 
tion 206 of the Advisers Act and Rule 206(4)-1 thereunder. 
He offered and sold registrant’s Government Bond Plan, an 
investment contract, when no registration statement under 
the Securities Act was filed or in effect as to such security. 
In the offer and sale of the Bond Plan he made false and 
misleading statements concerning, among other things, safe- 
ty and degree of risk entailed in and the profits to be de- 
rived from the purchase of such securities, the use of pro- 
ceeds from the sale of the securities, the business, operations 
and regulatory supervision of the issuer, the true equity 
position of investors in the securities, and the need for 

haste and amount of money required for investment in them. 


Under all the circumstances, it is in the public interest to 
impose the sanction to which respondent has consented. 


Accordingly, 1T 1S ORDERED that Sherman Bush be, and 
he hereby is, barred from being associated with any broker, 
dealer or investment adviser. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


é 


, 








if 





George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10457/October 26, 1973 


Admin. Proc. File No. 3-4327 
In the Matter of 


ROBERT E. PAGE 
907 Hotel Jamestown Building 
Jamestown, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Robert E. Page, who is associated with a regis- 
tered broker-dealer, has submitted an offer of settlement. 
Solely for the purpose of this proceeding and any other 
administrative proceeding pursuant to Sections 15(b), 15A 
and 19(a) of the Exchange Act and Section 203(e) of the 
Investment Advisers Act, and without admitting or denying 
the allegations in the order for proceedings, Page consents 
to certain findings of misconduct and to the imposition of 
a specified sanction. Upon the recommendation of its staff, 
the Commission determined to accept the offer. 


On the basis of the offer of settlement, it is found that, dur- 
ing the period from about December 1, 1971 to May 11, 
1972, Page willfully violated and willfully aided and abetted 
violations of Sections 5(a) and 5(c) of the Securities Act in 
the offer, sale and delivery after sale of the unregistered 
common stock of International Scanning Devices, Inc. 1/ 


The offer provides that Page may be suspended from asso- 
ciation with any broker-dealer for 45 days. He undertakes 
to submit promptly to the Commission after the suspension 
period an affidavit to the effect that he has not in fact been 
so associated furing the period in question. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that, subject to the under- 
taking set forth above, Robert E. Page be, and he hereby is, 
suspended from being associated with any broker or dealer 
for 45 days effective immediately. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are binding only upon Page. 
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Release No. 10458/October 26, 1973 
Admin. Proc. File No. 3-3991 
In the Matter of 


PAUL GERSTNER 
New York, New York 


Rules of Practice 
Rule 2(e) 


ORDER ACCEPTING SUSPENSION FROM PRACTICE 
BEFORE COMMISSION 


In these proceedings pursuant to Rule 2(e) of the Com- 
mission’s Rules of Practice to determine whether Paul 
Gerstner, an attorney, should be temporarily or permanent- 
ly denied the privilege of appearing or practicing before 

the Commission, an offer of settlement was submitted by 
him. 


The order for proceedings as amended alleged that during 
1969 and 1970 Gerstner aided and abetted violations of 
the registration and anti-fraud provisions of Sections 5 and 
17(a) of the Securities Act of 1933 and of Sections 10(b) 
and 15(c) (1) of the Securities Exchange Act and Rules 
10b-5 and 15c1-6 thereunder. The order for proceedings 
included the following allegations: 


1. Gerstner was counsel for Computerized Knitwear, Inc., 
which in April 1969 made a filing pursuant to Regulation 
A under Section 3(b) of the Securities Act, covering a pub- 
lic offering of 100,000 shares of Computerized stock at 

$3 per share. The notification and offering circular con- 
tained untrue and misleading statements of material facts 
in that they (a) failed to disclose that Gerstner, pursuant to 
an agreement with the principals of Kevin Securities Corp., 
the underwriter, purchased 10,000 shares with $30,000 
loaned to him by the principals of the underwriter, to 
facilitate the distribution, and (b) failed to disclose that the 
issuer itself was also a participant in the distribution and 
directly sold 25% of the offering. 


2. In May 1969 Windy’s National Franchise System, Inc. 
made a filing under Regulation A relating to a proposed 
public offering of 120,000 of its shares at $2.50 per share. 
The notification and offering circular contained untrue and 
misleading statements of material facts in that one Arthur 
Rogoff was shown as the owner of 90,000 shares of Windy’s 
stock and as having made a loan of $25,000 to the issuer, 
when in fact he was acting as a nominee for Steven C. Burns, 
a secret partner in Kevin Securities, one of the under - 
writers, who was the beneficial owner of the 90,000 shares. 
Rogoff also acted merely as a conduit for a loan of $25,000 
from Burns to Windy’s. Gerstner had faciliated the making 
of the loan by Burns by taking $10,000 in cash from Burns 
and delivering Gerstner’s check in that amount to Rogoff. 


3. On June 30, 1969 Micro-Scan Systems, Inc. made a fil- 
ing under Regulation A relating to a proposed offering of 
150,000 shares of its stock at $2 per share. One of the 
underwriters was Kevin Securities, in whoch Burns was a 
secret partner. Burns had been convicted on June 19, 1969 
in the United States District Court for the Southern District 
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of New York of a crime involving the purchase or sale of a 
security. The Micro-Scan notification showed Gerstner as 
the owner of 75,000 shares of stock and as having made a 
loan of $20,000 to Micro-Scan. The Micro-Scan notifica- 
tion and offering circular were materially false and mislead- 
ing in failing to disclose (a) that Gerstner was the beneficial 
owner of only 7,500 shares and that as to the other 67,500 
shares he was acting as a nominee for Burns and others who 
were the beneficial owners, and (b) that Gerstner had not 
made a loan to Micro-Scan but had acted merely as a con- 
duit for a loan of $20,000 from Burns to Micro-Scan. 


4. Gerstner acted as counsel for the underwriter of a pro- 
posed public offering by Wilder Transportation, Inc., which 
in March 1970 filed a registration statement under the 


Securities Act relating to an offering of 100,000 of its shares. 


The registration statement contained untrue and misleading 
statements of material facts, in that it failed to disclose that 
pursuant to an agreement with the underwriter entered into 
before the effective date of the registration statement cer- 
tain unnamed persons acted as participants in the distribu- 
tion of the securities and obtained purchasers for three- 
fourths of the total issue although the underwriter had been 
described as the exclusive agent for the offering. The regis- 
tration statement also failed to disclose that Gerstner would 
receive $8,000 from the proceeds of the offering purported 
ly as an advance legal retainer from the underwriter but in 
actuality as money to be transmitted to the undisclosed per- 
sons who obtained purchasers of the stock. 


5. Gerstner knew or should have known of the false state- 
ments and omissions of material facts described above. 


6. Gerstner had an arrangement with burns whereby Gerst- 
ner received opportunities to purchase shares of “hot new 
issues” from Kevin Securities and other underwriters with 
which Burns was associated in return for kickbacks to Burns 
of 60% of Gerstner’s profits. The financial interests of 
Kevin Securities and other underwriters in the above and 
various other offerings were not disclosed in writing to pur- 
chasers of the issues at or prior to completion of each sale. 


Under the terms of his offer of settlement, Gerstner, with-' 
out admitting or denying the above allegations, agreed to a 
suspension from practice or appearance before the Com- 
mission for a term of four years. In connection with his 
offer, Gerstner asserts that he is not presently practicing be- 
fore the Commission and that he has cooperated with the 
Commission’s staff in its investigation of various matters. 


After due consideration and upon the recommendation of 
its staff, the Commission determined to accept Gerstner’s 
offer of suspension. 


Accordingly, 1T 1S ORDERED, pursuant to Rule 2(e) of the 
Commission’s Rules of Practice, that Paul Gerstner be, and 
he hereby is, suspended from appearing or practicing before 
the Commission for a period of four years from the date of 
this order. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10459/October 25, 1973 


The Securities and Exchange Commission has issued notices 
giving interested persons until November 4 to request a hear- 
ing on applications of the following exchanges for unlisted 
trading privileges in the common stock of the specified com- 
panies: 


Detroit Stock Exchange 
Southern Natural Resources, Inc. 


Midwest Stock Exchange, Inc. 
Chessie System, Inc. 


PBW Stock Exchange, Inc. 
Chessie System, Inc. 
Merrill Lynch & Co., Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10460/October 26, 1973 


The Securities and Exchange Commission announced that 
the suspension of over-the-counter trading in the common 
stock, warrants and units of Beneficial Laboratories, Inc. 
(“Beneficial”) located in Oceanside, New York, will ter- 
minate at midnight (EDT) on October 30, 1973. 


The Commission initiated the trading suspension in the 
securities of Beneficial on March 5, 1973 because of ques- 
tions which had arisen concerning the manner in which the 
Regulation A offering of Beneficial’s securities was made 
and questions raised concerning the aftermarket trading in 
the securities of Beneficial and because of the lack of ade- 
quate information available concerning the company. 


On October 19, 1973, Beneficial issued a statement stating, 
among other things, that Beneficial completed a public 
offering pursuant to Regulation A in March 1972 of 
50,650 units, each unit consisting of one share of common 
stock and one redeemable warrant to purchase one addi- 
tional share of common stock; that the underwriter of the 
offering was Commonwealth Chemical Securities, Inc. 
(“Commonwealth”); that Commonwealth is controlled by 
Julius Kleinman and Robert Drucker; that Drucker is the 
brother-in-law of John Feldman, president of Beneficial; 
that Commonwealth was one of the approximately four 
market-makers for Beneficial’s securities prior to the Com- 
mission’s suspension of trading in the securities; that the 
company’s stock transfer sheets presently indicate that of 
the public “float” (115,300 shares after a 100% stock 
dividend declared on January 15, 1973), approximately 
50,000 shares or 44% are beneficially owned by three 
mutual funds, two of which are Vanguard Fund and New 
York Hedge Fund, which at the time they purchased the 
company’s shares were managed by DK&B Management 
Company (”“DK&B”), which is controlled by Messrs. Klein- 
man and Drucker; and that DK&B no longer manages the 
funds although Drucker remains the president of both funds. 


The company further stated that the bid price of Beneficial’s 
common stock rose from its opening price of $2.50 in March 
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1972 to $26 in February 1973; that the units rose from 
$2.50 to $48 and the warrants rose from $.25 to $24 during 
the same period; and that the company does not know of 
any development in the affairs of the company which would 
have justified the rapid rise in the bid price of the securities. 
As of March 31, 1973, the company stated it had total 
assets of $512,963, of which $222,523 is allotted to good- 
will resulting from business acquisitions, and total liabilities 
of $130,661. 


The company also noted that the Commission is conduct- 
ing an investigation to determine whether violations of the 
registration and anti-fraud provisions have occurred in con- 
nection with the offering and trading in the stock of Benefi- 
cial and may bring an action for injunctive and further re- 
lief if necessary. Beneficial further noted that if unusual 
trading in the company’s securities develops after trading is 
resumed, the Commission could again suspend trading. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Securities and Exchange Com- 
mission, Division of Enforcement in Washington, D. C. 

If any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that all 
of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforcement 
action. 








HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18131/October 23, 1973 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 
New York, New York 10017 


LOUISIANA POWER & LIGHT COMPANY 
124 Delaronde Street 

New Orleans, Louisiana 70174 

(70-5403) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM— 


MON STOCK TO PARENT HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. ("Middle South”), a registered holding company, and 
Louisiana Power & Light Company (“Louisiana”), its e- 
lectric utility subsidiary, have filed an application-decla- 
ration with this Commission, pursuant to the Public U- 
tility Holding Company Act of 1935 ("Act”), designating 
Sections 6(a), 7, 9(a), 10 and 12(f) of the Act and Rule 43 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the appli- 
cation-declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 


Louisiana proposes to issue and sell to Mddle South, and 
Middle South proposes to acquire, an additional 4,725,000 
shares of Louisiana’s common stock, without nominal or 
par value, for an aggregate purchase price of $30,000,000, 
which funds Middle South proposes to obtain through bor- 
rowings from commercial banks. 1/ Louisiana, also, pro- 
poses to issue and sell, and Middle South proposes to ac- 
quire an additional 155,000 shares of common stock for 
an aggregate purchase price of $988,000 in conjunction 
with Louisiana’s concurrent payment to Middle South (its 
sole common stockholder) of a special cash dividend of like 
amount. 


To effect the proposed issuances and sales of its common 
stock, Louisiana proposes to amend its Certificate of In- 
corporation to increase the number of shares of common 
stock authorized to be outstanding from 26,000,000 shares 
to 36,000,000 shares, with 30,680,000 shares to be out- 
standing upon completion of the proposed transactions. 


Louisiana proposes to utilize the proceeds from the issuance 
and sales of common stock to retire then outstanding short- 
term debt, to finance its construction program (estimated 
at $131,300,000 for 1973), and for general corporate pur- 
poses. 


Fees and expenses incident to the proposed transactions 
are estimated at $4,500, including counsel fees of $1,000. 
It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 15, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. Acopy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant-declarant at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney-at-law, by certificate) should be 
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filed with the request. At any time after said date, the 
application-declaration, as amended or as it may be further 
amended, may be granted and permitted to become effective 
as provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to whether 
a hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Middle South has filed with this Commission a pending 
post-effective amendment to its declaration, File No. 70- 
5366, in which it is proposed that Middle South borrow up 
to $88, 700,000 from a group of commercial banks, under 
terms of a $135,000,000 revolving credit agreement dated 
as of July 1, 1973. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18132/October 23, 1973 


In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
NEW ENGLAND POWER COMPANY 
20 Turnpike Road 

Westborough, Massachusetts 01581 
(70-5405) 


NOTICE OF PROPOSED ISSUE AND SALE BY SUBSI- 
DIARY COMPANY OF $40,000,000 PRINCIPAL 
AMOUNT OF FIRST MORTGAGE BONDS AT COM- 
PETITIVE BIDDING AND OF 500,000 SHARES OF COM- 
MON STOCK TO HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding company, and its 
electric utility subsidiary, New England Power Company 
("“NEPCO”), have filed an application-declaration with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 ("Act"), designating Sections 6(a), 6(b), 
7, 9(a), 10 and 12 of the Act and Rules 42 and 50 pro- 
mulgated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the appli- 
cation-declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 


NEPCO proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50, $40,000,000 principal 
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amount of First Mortgage Bonds, Series T,_ _%, due __. 
The interest rate (which shall be a multiple of 1/8 of 1%) 
and the price, exclusive of accrued interest, to be paid to 
NEPCO (which shall not be less than the principal amount 
nor more than 102-3/4% thereof) will be determined by the 
competitive bidding. The Series T Bonds will bear interest | 
from December 1, 1973. NEPCO will notify prospective 
bidders not later than 12 noon on the second full business 
day prior to the time designated for the submission of bids 
(i) the date on which the bonds shall mature, which date 
shall not be more than 30 years from December 1, 1973, 
and (ii) whether or not the bonds shall be redeemable during 
the first five years of their term, or some lesser portion 
thereof, in connection with refunding at a lesser effective 
interest cost to NEPCO. The bonds will be issued under an 
Indenture of Trust and First Mortgage dated as of November 
15, 1936, between NEPCO and New England Merchants 
National Bank (successor to the New England Trust Com- 
pany), as Trustee, as amended and supplemented and to be 
further supplemented by a Nineteenth Supplemental In- 
denture, dated as of December 1, 1973. 
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NEPCO further proposes to increase its capital stock by the 
authorization and issue of not in excess of 500,000 shares 
of its common stock, par value $20 per share. NEES, the 
sole common stockholder, proposes to acquire such shares 
for a cash consideration of $40 per share, or an aggregate of 
$20,000,000. Upon such issue and sale NEPCO will have 
outstanding 5,199,896 shares of common stock with an 
aggregate par value of $103,997,920. 


The net proceeds from the sale of the bonds and common 
stock are proposed to be used to reduce the amount of j 
NEPCO’s outstanding short-term promissory notes, aggre- 
gating $63,175,000 at October 4, 1973, which were issued 

to pay for capitalizable expenditures or to the reimburse- 
ment of its treasury therefor. 


NEPCO states that the Massachusetts Department of Public 
Utilities, the New Hampshire Public Utilities Commission, 
and the Vermont Public Service Board have jurisdiction 
over the proposed issue and sale of bonds and common 
stock and that no other state commission or federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. Fees and expenses related to 
the proposed bonds are estimated at $115,000, including 
New England Power Service Company expenses (at cost) of 
$40,000, independent engineers’ charges of $7,000, and 
accounting fees of $7,500. The fees and expenses of coun- 
sel for the bidders will be supplied by amendment and will 
be paid by the successful bidders, except as provided in the + 
purchase agreement relating to the purchase of the bonds. 
Total estimated expenses in connection with the proposed 
common stock are $3,400 for NEPCO and $200 for NEES. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 23, 1973, request in writing 
that a hearing be held on such matter, stating the nature of , 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 

if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. Acopy of 
such request should be served personally or by mail (air mail 
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if the person being served is located more than 500 miles 
from the point of mailing) upon the applicants-declarants at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as filed or as it may be amended, 
may be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18133/October 25, 1973 


Admin. Proc. File No. 3-4052 
In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
MASSACHUSETTS GAS SYSTEM 

20 Turnpike Road 

Westborough, Massachusetts 01581 
(54-248) 

(70-5276) 


MEMORANDUM OPINION APPROVING SECTION 11(e) 
PLAN 


Introduction 


These are proceedings on an application-declaration, as 
amended, filed by New England Electric System (“NEES”), 
a registered holding company, and its subsidiary holding 
company, Massachusetts Gas System ("Mass Gas”), pursuant 
to Sections 9, 10, 11 and 12 of the Public Utility Holding 
Company Act of 1935 (”Act”) and Rules 43, 44 and 46 
promulgated thereunder for approval of a plan of di- 
vestiture, and related transactions, to effect compliance by 
NEES with the provisions of Section 11(b) of the Act. The 
plan is filed pursuant to Section 11(e) of the Act and pro- 
poses that NEES sell its capital stock interests in three subsi- 
diary gas utility companies and one subsidiary non-utility 
company to Eastern Gas and Fuel Associates (“Eastern”), 
an exempt holding company. 1/ 


The three gas utility companies which are the subject of the 
plan are Lynn Gas Company (“Lynn”), Mystic Valley Gas 
Company ("Mystic Valley”), and North Shore Gas Company 
("North Shore”). The non-utility company is Massachusetts 
LNG, Inc. (“Mass LNG”). 2/ In conjunction with this di- 
vestiture NEES proposes the liquidation of Mass Gas and 


elimination of the respective minority shareholder interests 
in Lynn, Mystic Valley and North Shore. 


Notice of the filing was issued to provide interested persons 
an opportunity to request a hearing. 3/ Requests for hear- 
ing were received from Congressman Michael J. Harrington 
(Sixth District, Mass.), 4./ the Town. of Wakefield, Mass- 
achusetts, the Association of Massachusetts Consumers and 
Mr. Stanley U. Robinson, I11; and we ordered a hearing on 
the proposed transaction. 5/ At the commencement of the 
hearing, the Department of Justice, Antitrust Division, 
intervened as a party in the proceeding and Eastern also 
filed its appearance. The hearing was closed on August 27, 
1973, by the consent of all the participants, after negotia- 
tion of settlement agreements, the terms of which are noted 
later in this opinion. An initial decision by the Administra- 
tive Law Judge and the filing of briefs to the Commission 
were waived. 


\l. The Proposed Plan 


Under the plan Mass Gas will be dissolved and NEES will 
acquire its assets and will assume its liabilities. NEES pro- 
poses to sell to Eastern for $26,881,352 in cash 93.77% of 
the outstanding capital stock of Lynn, 99.43% of Mystic 
Valley, 97.83% of North Shore and 100% of Mass LNG, 
which represents all of NEES’ interests in these companies. 
Concurrently with the acquisition of the stock of the four 
companies, Eastern will cause Lynn, Mystic Valley, and 
North Shore to sell for cash all their assets to Boston Gas 
Company ("Boston Gas”) a wholly-owned subsidiary of 
Eastern, and Boston Gas will assume all their liabilities. 6/ 
Lynn, Mystic Valley, and North Shore will be liquidated, 
and the minority shareholders will receive payment in cash 
for their stock interests. Boston Gas will retain Mass LNG 
as a wholly-owned subsidiary company. Eastern will supply 
the necessary funds to complete these transactions. Eastern 
also agreed that on the date of closing it will have arranged 
for refinancing of the short-term bank loans outstanding of 
the companies to be acquired. Eastern will also pay NEES 
the principal amount of any short-term notes payable to 
Mass Gas by Lynn which may then be outstanding. NEES 
will use the proceeds of the sale to pay short-term debts 

or for investment in its electric subsidiary companies. 


111. Description of the Companies Involved 


NEES is solely a holding company. The three subject gas 
utility companies, all Massachusetts corporations, are 
engaged principally in the gas utility business, owning and 
operating facilities for the transmission and distribution of 
natural gas and propane. They are also engaged in the sale 
of gas appliances incident to their utility business. The 
service territories of the three gas companies cover an area 
known as the North Shore region of Massachusetts, which 

is geographically north and northeast of the City of Boston. 
All three companies obtain their natural gas supply from the 
Tennessee Gas Pipeline Company. The three companies ser- 
vice residential, commercial and industrial customers, with 
the largest portion of their revenues coming from the 
residential customers. Mass LNG, through its liquefied 
natural gas facilities (“LNG”) and gas storage tanks, provides 
LNG, propane and propane transportation services at cost 
for the exclusive benefit of the NEES gas companies. 
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Set forth in Table | below are data for each of the three 
companies as of December 31, 1971 and 1972, and, where 
applicable, for the twelve months then ended: 


TABLE | 
Gross Op. Rev, Net Plant Customers 

Lynn 

1971 $ 8,284,602.13 $11,389,764.61 39,282 

1972 9,558,074. 25 11,575,429,.86 39,157 
Mystic Valley 

1971 $21,005,136.44 $31,703,236.96 102,787 

1972 23,109,258,97 32,261,480.81 102,799 
North Shore 

1971 $ 7,571,048.49 $12,191,912.29 34,546 

1972 $ 8,425,597.38 12,247,640.95 34,375 
Total 

1971 $36,860, 787.06 $55,284,913.86 176,615 

1972 41,092,930.60 56,084,551.62 176,331 


The outstanding capital stock of the three companies, with 
the amounts owned by NEES and by the minority interests, 
are as follows: 


TABLE II 
Total Outstanding NEES Owned Minority 
Owned __ 
Lynn 122,842 115,196 7,646 
Mystic Valley 379,385 377,235 2,150 
North Shore 238,770 233,610 5,160 


IV. Compliance with Statutory Standards 


In order to approve a plan filed pursuant to Section 11(e), 
we must find it necessary to effectuate the provisions of 
Section 11(b) of the Act and fair and equitable to the per- 
sons thereby affected, and that all other applicable stand- 
ards of the Act are complied with. 7/ 


It is well established that a plan is “necessary” under Sec- 
tion 11(e) if it affords an appropriate means for achieving 
results required by Section 11(b), although it may not be 
the only plan that could secure statutory results. 8/ The 
sale proposed by the plan meets this statutory requirement. 
We have previously determined that a publicly-held interest 
in a subsidiary public utility company constitutes an un- 
fair and inequitable distribution of voting power under Sec- 
tion 11(b) (2) of the Act, the elimination of which is re- 
quired by Section 11(b) (2). 9/ Thus, the retirement of 


such interests as proposed by the plan is necessary and appro- 


priate. 
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V. Maintenance of Competitive Conditions 


The sale proposed by the plan is also subject to Section 12 
(d) of the Act and Rule 44 promulgated thereunder. 10 / 
In this proceeding the principal issue thereunder is whether 
NEES maintained competitive conditions in seeking and in 
evaluating offers to purchase the four companies. 


By order dated November 23, 1971, we granted NEES an 
exemption from the competitive bidding requirements of 
Rule 50 with regard to the disposition of the remaining 
subsidiary gas utility companies and Mass LNG. 11/ This 
order did not constitute approval of the bidding conditions 
and procedures adopted by NEES prior to the sale. 12 / 
The bidding conditions and procedures selected in pursuing 
and accepting bids were freely chosen by NEES. 13 / Once 
a sale to a particular purchaser or purchasers has been nego- 
tiated and is presented for our approval and authorization, 
then and only then will we consider whether competitive 
conditions have been properly maintained under Section 


12(d). 14 / 


The Act grants the company the initiative and the discre- 
tion to develop a plan under Section 11(e) 15./ and to 
effectuate the sale of properties subject to that plan. How- 
ever, despite this latitude, the maintenance of competitive 
conditions under Section 12(d) requires the vendor to follow 
“a selling procedure designed to afford to all persons inter- 
ested a fair opportunity to make offers and to secure for 
the vendor the maximum price reasonably obtainable.” 16 / 
In offering to sell Lynn, Mystic Valley, North Shore and 
Mass LNG, NEES imposed the condition that it would sell 
these four companies only together as a unit. Its principal 
reason for imposing this condition appears to be that Mass 
LNG provides supplementary and peak-shaving gas to the 
NEES gas companies; and that through the operations of 
Mass LNG, in management's judgment, the gas companies 
and Mass LNG were thereby linked to one another. 17 / It 
accordingly declined to entertain inquiries from those par- 
ties who were interested in the acquisition of one or more 
of the companies, but in less than all four. 


It appears to us that the better procedure in a case of this 
sort is to offer prospective bidders an opportunity to bid 
for one or more or all of the companies subject to the sale. 
In this manner bidders will submit their best bids for those 
companies in which they are seriously interested. In turn 
the seller will be in a position to compare and assess a// 
alternatives in reaching a judgment as to the most advant- 
ageous offer or combination of offers to accept. 


Although NEES limited the opportunities for bidding, it 
does not appear that Eastern thereby obtained a monopoly 
position with respect to the bidding. NEES widely pub- 
licized the intended sale. It made available the same basic 
information about the companies to all those who res- 
ponded to NEES with a serious interest in acquiring the 
four companies. Prior to the submission of bids there were 
at least five companies, including Eastern, with adequate 
financial means who had shown a serious and sustained 
interest in acquiring all four NEES companies. In the end, 
Eastern and another company submitted bids for the pur- 
chase of the four companies. This other company also in- 
cluded in its bid an amount for the acquisition of the 
Lawrence Gas Company, which NEES offered to sell either 















separately or together with the other four companies. In 
these circumstances and considering the price NEES is re- 
ceiving for the four companies, we find that competitive 
conditions have been maintained in sufficient measure to 
satisfy Section 12(d) and Rule 44, and to warrant permitting 
the proposed sale and not to subject NEES to the risk that, 
in another round of bidding, it may not receive as satis- 
factory an offer as Eastern’s. 18 / 


VI. Fairness of the Price 


Section 11(e) provides that, to be approved, the plan must 
be “fair and equitable to the persons affected” by it. We 
accordingly look to the price to be paid to NEES and the 
minority shareholders for their respective stock interests in 
the four companies. 


NEES received a bid from Eastern in the amount of 
$26,881,352 for its stock interests in the four companies, 
subject to a doliar-for-dollar adjustment by the amount of 
any increase or decrease in the underlying book value of the 
shares between December 31, 1971, and the end of the 
calendar month immediately preceeding the closing date. 
This price represents 121% of the $22,192,052 aggregate 
book values at December 31, 1971, of the shares to be sold 
by NEES. 19 / The same percentage of premium over book 
value was assigned to the stock of each of the three gas u- 
tility companies. The stock of the fourth company, Mass 
LNG, was valued at its book value of $1,000. The follow- 
ing table shows the underlying book value and the proposed 
price per share at December 31, 1971: 


Underlying Proposed 
Book Value Purchase Price 
Lynn $43.40 $52.57 
Mystic Valley 32.69 39.60 
North Shore 20.80 25.19 


The price for the minority shares of the three gas utility 
companies which Eastern will pay is the same as that allo- 
cated to the stock to be sold by NEES, and is subject to the 
same adjustments. On the basis of total book values the 
aggregate price for the minority shareholders would be 
$617,107. 


The proposed purchase and sale between Eastern and NEES 
is an arm’s-length transaction between two unaffiliated com- 
panies. 20 / Further, the premium of 21% over the book 
value compares very favorably against sales of common 
stocks of similar companies. The three gas utility companies 
have experienced widely fluctuating historical earnings. 

We have therefore not considered these earnings as an ade- 
quate guide to assess the fairness of the sales price. 


We also conclude that the treatment of the minority share- 
holders of Lynn, Mystic Valley and North Shore is fair and 
equitable. Each minority shareholder, like NEES, will be 
paid in cash by Eastern a 21% premium over the underlying 
book value of his interest. We realize that there are differ- 
ences among the three companies which might otherwise be 
relevant in comparing the earnings potential of one against 
that of another. However, without a reliable earnings his- 








tory these differences are difficult to assess for purposes of 
valuation. From the record it appears that the three com- 
panies have the same top management; that the financing 
programs of each are largely the same; that they are supplied 
from the same natural gas pipeline and have access to the 
same peak-shaving facilities; and that their seasonal demands 
are affected by the same weather conditions. In the con- 
text we conclude that a price per share for each company 
based upon a 21% premium over book value, subject to ad- 
justment, is reasonable and fair. 


VI\. Opposition to Eastern’s Acquisition 


No one was opposed to the sale by NEES as such. Those 
requesting a hearing objected to the acquisition by Eastern. 
Their principal contentions were that the acquisition by 
Eastern and Boston Gas would bring higher retail and whole- 
sale rates to the customers of the NEES companies and 
would threaten the gas supply for those customers: that it 
would concentrate excessive economic power in Eastern, 
thereby restricting competition among Massachusetts gas 
utilities; and that it would hinder effective state regulation 
and local control of the NEES companies. 


After extensive hearings over a period of several months, 
settlement agreements were negotiated with Eastern and 
Boston Gas, and consequently those opposing the plan have 
withdrawn from the proceeding. 21_/ The settlement agree- 
ments include provisions relating to rates, gas supply, future 
acquisitions, sales of gas properties to Massachusetts munici- 
palities and a new long-term gas supply contract for the 
Town of Wakefield, one of the intervenors herein. 


Since the participants have settled their dispute and with- 
drawn from the proceeding, we have no occasion, in 
approving the plan, to consider our jurisdiction, if any, with 
respect to the alleged consequences of Eastern’s acquisition. 
Eastern has not sought and does not need our approval to 
make the acquisition. As we noted earlier 22 / , Eastern’s 
acquisition is not subject to Section 10 of the Act. 


VIII. Accounting and Other Matters 


The liquidation of Mass Gas and the transfer of its assets 
and liabilities to NEES will be recorded at the values car- 
ried on the books of Mass Gas. NEES proposes to record 
the sale of the common stock of the four companies by (1) 
a debit to its cash account in the amount of the sales price; 
(2) a credit to its investment account in the amount of the 
book value of the shares sold and (3) a credit to dividend 
income in an amount equal to the undistributed income 
having accrued from the time the NEES system first ac- 
quired these shares. An amount equal to the cash in excess 
of the above credits will be credited to the earned surplus 
account, representing the gain to NEES from the sale. 
Among other things, the order by the Massachusetts Depart- 
ment of Public Utilities approving the acquisition by Boston 
Gas requires it to segregate the excess of acquisition cost 
over the book value of the gas properties and to amortize 
that amount over the life of the associated property. 


NEES and Mass Gas have requested that our order entered 
herein recite that the transactions, exchanges, sales and 
investments proposed in the plan are necessary or appro- 
priate to effectuate the provisions of Section 11(b) (1) of 
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the Act, in accordance with the requirements of Sections 
1081 through 1083 of the Internal Revenue Code of 1954, 
as amended. This request will be granted. 


No fees or commissions will be paid by NEES or Mass Gas 
in connection with the sale. Certain services, incident to 
the transactions and the hearing, have been or will be per- 
formed by New England Power Service Company, the 
system service company, at cost. A post-effective amend- 
ment will be filed setting forth these costs. Fees of counsel 
for those opposing the plan will be paid by Eastern. 


An appropriate order will issue. 


By the Commission. (Chairman GARRETT, Commissioners 
LOOMIS, EVANS and SOMMER. Commissioner OWENS 
not participating.) 


George A. Fitzsimmons 
Secretary 


1/ See, New England Electric System, 41 S.E.C. 888 
(1964). The order directing NEES to dispose of all of its 
interests in all of its eight subsidiary gas utility companies 
was affirmed in SEC v. New England Electric System, 390 
U. S. 207 (1968). On December 30, 1971, the Commission 
approved a plan by NEES to sell the capital stocks of 
Northhampton Gas Light Company, Central Massachusetts 
Gas Company, Norwood Gas Company and Wachusett Gas 
Company (Holding Company Act Release No. 17419). The 
sale of the NEES capital stock interest in its remaining gas 
utility subsidiary company, Lawrence Gas Company, is 
involved in a separate proceeding (70-5275). 


2/ Mass LNG was created by Mass Gas as a wholly-owned 
subsidiary company of NEES for the purpose of financing 
and controlling liquefied natural gas facilities and related 
vaporization and storage units. It is not a gas-utility com- 
pany as defined in Section 2(a) (4) of the Act. See, Hold- 
ing Company Act Release Nos. 17183 (July 7, 1971) and 
17573 (May 12, 1972). : 
3/ Holding Company Act Release No. 17874 (February 
5, 1973). 


4/ We have also been notified in writing by representatives 
of the cities or towns of Gloucester, Lynn, Middletown and 
Peabody, Massachusetts, of their support of Congressman 
Harrington’s position. 


5/ Holding Company Act Release No. 17908 (March 16, 
1973). 


6/ The stock acquisitions by Eastern with the concurrent 
merger, as indicated, are treated as acquisitions of assets and 
hence not subject to Sections 9(a) (2) and 10 of the Act. 


7/ Upon the transfer and sale of the stocks of the four 
companies and of Lawrence Gas Company, Mass Gas, a 
subholding company, will serve no function, and its liqui- 
dation is required under Section 11(b) (2). 


8/ Lahti v. New England Power Association, 160 F.2d 


845 (ist Cir., 1947); Valley Gas Company, 41 S.E.C. 867, 
871 (1964). 
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9/ Northeast Utilities, Holding Company Act Release No. | 
15448 (April 13, 1966); Lynn Electric Company, 40 S.E.C. ¥ 
828, 833 fn. 9 (1961); New Orleans Public Service, 40 
S. E. C. 887 (1961). 

















10 / Philadelphia Company, 35 S.E.C. 22, 25 fn. 6 (1953). 
11./ Holding Company Act Release No. 17371. 


12/ As we noted in New England Electric System, 32 S. 
E.C. 363, 364 (1951): ”.. . an exemption from competitive 
bidding does not provide relief from the statutory require- 
ment that competitive conditions be maintained.” 


13_/ See, American Power & Light Company, 31 S.E.C. 
699, 702 fn. 6 (1950); Commonwealth Southern Cor- 
poration, 27 S.E.C. 903, 916 (1948). 


14 / Middle South Utilities, Inc., Holding Company Act 
Release No. 17944 (April 25, 1973); The Connecticut 
Light & Power Company, Holding Company Act Release 
No. 17905 (March 7, 1973); New England Electric System, 
supra. 


15 / General Protective Committee v. SEC, 346 U.S. 521, 
531 (1954); SEC v. Chenery Corporation, 318 U. S. 80, 
91 (1943). 


16 / Standard Gas & Electric Company, 20 S.E.C. 738, 
745 (1945); Interstate Power Company, 22 S.E.C. 447, 452 
(1946). 

17 / Lawrence Gas Company, the fourth of the remaining p 
gas companies, also receives supplementary gas and peak- s 
shaving services from Mass LNG but according to NEES, it 

is not so inseparably linked to Mass LNG. 


18 / Cf. Philadelphia Company, 35 S.E.C. 22, 31 (1953); 
Delaware Coach Company, 32 S.E.C. 290, 298 -299 (1951). 


19 / The adjusted contract price would represent 117% of 
the underlying book value of the shares at December 31, 
1972. 


20 / Cf. Community Gas & Power Company, 16 S.E.C. 
123, 126 (1944); Consolidated Electric & Gas Company, 
5 S.E.C. 954, 959 (1939). 


21/ The Department of Justice took no position on the 
plan or the settlements, and waived the filing of briefs and 
an initial decision. 


22 / See footnote 6, supra. 
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(54-248) 
(70-5276) 


ORDER APPROVING PLAN FILED UNDER SECTION 
11(e) 


The Commission having issued its Findings and Opinion and 
Order dated March 19, 1964 (Holding Company Act Re- 
lease No. 15035, 41 S.E.C. 888), pursuant to Section 11(b) 
(1) of the Public Utility Holding Company Act of 1935 
("Act") requiring divestment by New England Electric 
System (“NEES”) of all its interests, direct or indirect, in its 
gas-utility subsidiary companies, and having ordered therein 
under Section 11(b) (1) that NEES dispose of its interests 
in its gas properties; 


NEES and Massachusetts Gas System (“Mass Gas”) having 
filed a plan, as amended, pursuant to Section 11(e) of the 
Act, to effectuate compliance with the Section 11(b) (1) 
order by the proposed disposition of Lynn Gas Company, 
Mystic Valley Gas Company, North Shore Gas Company 
and Massachusetts LNG, Inc.; 


The Commission having considered the record and having 
this day issued its Memorandum Opinion, concluding there- 
in that the plan, as amended, is necessary to effectuate the 
provisions of Section 11(b) (1) of the Act and is fair and 
equitable to the persons affected thereby; 


NEES and Mass Gas having requested the Commission re- 
cite in its Order that the transactions proposed are necessary 
or appropriate to the integration of the NEES holding-com- 
pany system and are necessary or appropriate to effectuate 
the provisions of Section 11(b) of the Act, in accordance 
with the meaning and requirements of Section 1081 through 
1083 of the Internal Revenue Code of 1954, as amended: 


IT IS ORDERED, pursuant to Section 11(e) and other pro- 
visions of the Act, and Rules thereunder, that said plan, as 
amended be, and it hereby is, approved effective forthwith; 
and 


IT IS HEREBY DETERMINED AND ORDERED that each 
of the transfers, sales, exchanges, expenditures and invest- 
ments described in subparagraphs | and || below is necessary 
or appropriate to the integration or simplification of the 
holding-company system of which New England Electric 
System is a member, and to the effectuation of the pro- 
visions of Section 11(b) of the Act, and that each such 
transaction is hereby authorized, approved and directed; 
that the sale and transfer described in subparagraph | below 
is ordered to be consummated within 120 days from the 
date of this Order; and that the expenditures or investments 
described in subparagraph I! below are ordered to be made 
within 24 months of such sale and transfer. The transactions 
to which this Order relates, the stocks which are to be 
transferred, sold, and exchanged, and the expenditures or 
investments which are to be made, are specified and item- 
ized as follows: 


1. New England Electric System shall sell and trans- 
fer to Eastern Gas and Fuel Associates 115,196 
shares of capital stock of par value of $10 per 
share of Lynn Gas Company, 377,235 shares of 
capital stock of par value of $25 per share of 


Mystic Valley Gas Company, 233,610 shares of 
capital stock of par value of $10 per share of 
North Shore Gas Company and 100 shares of 
capital stock of par value of $1 per share of Mass- 
achusetts LNG Incorporated in exchange for 
cash in the amount of $26,881,352, plus or minus 
the net increase or decrease in the book value of 
said shares between December 31, 1971, and the 
end of the calendar month next preceding such 
sale and transfer. 
Il. An amount equal to the amount of cash received 
by New England Electric System upon the sale 
and transfer of such shares of capital stock of 
Lynn Gas Company, Mystic Valley Gas Company, 
North Shore Gas Company and Massachusetts 
LNG Incorporated, as hereinabove ordered, shall 
be expended or invested by New England Electric 
System in one or more of the following manners: 
for stock of, or as a contribution to the capital or 
as paid-in surplus of, one or more corporations 
which are at the time of such expenditure or in- 
vestment electric utility subsidiaries of New Eng- 
land Electric System, including but not limited to 
the following: 


Massachusetts Electric Company, 
The Narragansett Electric Company, 
Granite State Electric Company and 
New England Power Company 


or in repayment of short-term notes issued by New 
England Electric System evidencing indebtedness 
originally incurred by New England Electric 
System on November 15, 1972, in the principal 
amount of $30 million, which amount was in- 
vested in common stock of said New England 
Power Company. 


IT iS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved to enter such further orders as may be 
appropriate to carry out the provisions of Section 11(b) 
and the plan approved herein. 


By the Commission. (Chairman GARRETT, Commissioners 
LOOMIS, EVANS and SOMMER. Commissioner OWENS 
not participating.) 


George A. Fitzsimmons 
Secretary 
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NOTICE OF PROPOSED SALE BY HOLDING COM- 
PANY OF ALL OF THE OUTSTANDING COMMON 
STOCK OF GAS SUBSIDIARY TO NON-AFFILIATED 
GAS UTILITY COMPANY; EXCEPTION FROM RULE 
45(b) (6) 


NOTICE IS HEREBY GIVEN that American Natural Gas 
Company (“American Natural”), a registered holding com- 
pany, and its subsidiary companies have filed a declaration 
and an amendment thereto with this Commission pursuant 
to the Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 12(d) and 13 of the Act and Rules 
44, 45(b) (6), 86, 87, 88, and 100 promulgated thereunder 
as applicable to the proposed transactions. All interested 
persons are referred to the declaration, as amended, which 
is summarized below, fora complete statement of the pro- 
posed transactions. 


American Natural proposes to sell, pursuant to a Stock Pur- 
chase Agreement ("Agreement”) executed on September 
11, 1973, with Indiana Gas Company, Inc. (“Indiana Gas”), 
a non-affiliated exempt holding company, all of the out- 
standing common stock (63,219 shares with a par value of 
$100 per share) of Central Indiana Gas Company ("Central 
Indiana”), a wholly-owned gas utility subsidiary of Amer- 
ican Natural, for a cash purchase price of $20.5 million. If 
the foregoing transaction is approved, it is further proposed 
that American Natural Gas Service Company, the system 
service company subsidiary of American Natural, will, after 
the closing date and only for so long as necessary, provide 
Indiana Gas with certain customer computer billing and 
related programming services at cost. Indiana Gas has filed 
an application, and an amendment thereto, with the Com- 
mission concurrently with this declaration requesting the 
Commission's approval for its purchase of the Central 
Indiana common stock (File No. 70-5401). 


Central Indiana, which was acquired by American Natural 
on January 1, 1967, (Holding Company Act Release No. 
15620), supplies gas to approximately 100,000 retail cus- 
tomers in 62 communities and surrounding areas in east 
central Indiana. Indiana Gas serves approximately 180,000 
customers in 126 communities and adjacent areas in north 
central, central and southern Indiana. Central Indiana’s 
service area is contiguous to the north system service area of 
Indiana Gas. At July 31, 1973, Central Indiana’s net utility 
plant amounted to $47,556,000, and its gross revenues for 
the 12 month period ended on that date were approximate- 
ly $37 million. The comparable figures for Indiana Gas 
were approximately $102 million and $61 million, res- 
pectively. 


Both Central Indiana and Indiana Gas are supplied by Pan- 
handle Eastern Pipe Line Company ("Panhandle Eastern”). 
Michigan Wisconsin Pipe Line Company ("Michigan Wis- 
consin”), a gas pipe line subsidiary of American Natural, is 
connected to Central Indiana but supplies less than 1% of 
the gas requirements of that company. Michigan Wisconsin 
also provides gas storage service to Central Indiana under 
agreements approved by the Federal Power Commission. 


Because of the limited assistance Michigan Wisconsin has 
been able to render Central Indiana through its storage and 
supply services, and because of the limited availability of 
additional natural gas for expansion of Michigan Wisconsin’s 
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pipe line system, American Natural has concluded that 
Central Indiana’s gas supply situation can best be improved 
through its participation with Indiana Gas in the latter’s 
effort to develop supplies through construction of a syn- 
thetic fuels plant to serve both companies. It is alsoexpect- j 
ed that the proposed transaction will permit Central Indi- 

ana and Indiana Gas to coordinate purchases of gas from 

their common supplier, Panhandle Eastern, and coordinate 

the use of storage capabilities. 







By order dated July 2, 1973, the Commission granted 
American Natural an exception from the competitive bid- 
ding requirements of Rule 50 under the Act with respect 
to the sale of said 63,219 shares of common stock of Cen- 
tral Indiana (Holding Company Act Release No. 18019). 
Thereafter, American Natural commenced the following 
program for the sale of the common stock or assets of Cen- 
tral Indiana. In order to assure consideration of all pro- 
posals for the purchase of the stock or assets of Central i 
Indiana, and to obtain the most advantageous purchase 
price possible, American Natural adopted a plan pursuant 
to which letters were mailed to six gas and electric utilities 
with net assets of $20 million or more operating in the 
State of Indiana, inviting bids for said stock or assets. In 
addition, advertisements were published in various news- 
papers of general circulation. In response to its invitation 
for bids and to its advertisements, American Natural recei- 
ved inquiries from seven interested parties, of which Indi- 
ana Gas was the only utility company. Each of the inter- 
ested parties was then supplied with information concern- 
ing the business and properties of Central Indiana; and 
thereafter, by letter dated July 16, 1973 all of the inter- 
ested parties were requested to inform American Natural 
by July 27, 1973, of their desire to participate in competi- 
tive negotiations, of their ability to finance the acquisition 
and to direct the affairs of a regulated gas public utility, of 
their plans and proposals for employees of Central Indiana 
and of any other appropriate matters involving the acquisi- 
tion of the stock or assets of Central Indiana. The only 
response was that of Indiana Gas, which, by letter dated 
July 24, 1973, expressed its desire to participate in com- 
petitive negotiations for the purchase of the Central Indi- 
ana stock at a price in excess of $19,043,000, the book 
value thereof as of May 31, 1973, which American Natural 
had established as the minimum acceptable price. At the 
same time, Indiana Gas submitted information establishing 
its ability to finance the acquisition, a statement of its 
ability to direct properly the affairs of a regulated gas pub- 
lic utility, a statement of its plans to retain the employees 
of Central Indiana, and a statement of its belief that the 
combined facilities of the two companies would improve 
their gas supply.and storage service to the customers of the 
two companies. 


Thus, as a result of the foregoing procedure, the only pro- 
posal received by American Natural was that of Indiana 
Gas---with whom negotiations for sale of the Central Indi- 
ana stock were thereupon commenced, culminating in the 
Agreement of September 11, 1973. The agreed sales price 
of $20.5 million is 10.54 times Central Indiana’s net income 
for the twelve months ended July 31, 1973; 10.4 times net 
income for the calendar year 1972; and 10.75 times average 
net income for the five year period 1968 through 1972. 
Further, the selling price is 108.3% and 115.2%, respective- 
ly, of the book value of the Central Indiana stock as of 
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July 31, 1973, and December 31, 1972. American Natural 
states that its negotiations with the purchaser were con- 
ducted throughout at arms length; that based upon contem- 
poraneous market evaluations of comparable criteria for 
American Natural’s own common stock as well as for the 
common stocks of other gas companies, American Natural’s 
management considers the agreed price to be fair and ade- 
quate---a judgement which American Natural states has been 
confirmed by its investment consultants. 


The Agreement has been approved by Indiana Gas’ Board of 
Directors and is to be submitted for approval by a majority 
vote of the holders of the Indiana Gas’ common stock at a 
special meeting for that purpose to be held on December 
14, 1973. The closing date of the Agreement is presently 
scheduled for December 31, 1973, but may be extended, 

by mutual consent of the parties, to a date not later than 
June 30, 1974. The Agreement stipulates that Indiana Gas 
is purchasing the Central Indiana stock for investment and 
not with a view to the sale or distribution thereof. 


The tax basis of American Natural’s investment in the com- 
mon stock of Central Indiana is estimated to be approxi- 
mately $13,144,000 as of December 31, 1973; hence, 
American Natural will realize a pre-tax capital gain of 
approximately $7,356,000 as a result of the proposed sale 
of the Central Indiana stock. American Natural, which 
joins annually with its subsidiary companies in the filing of 
a consolidated Federal income tax return, states that inclu- 
sion of said capital gain in the consolidated tax return would 
result in an inequitable allocation of the consolidated tax 
liability pursuant to the exceptive provisions of Rule 45(b) 
(6) under the Act. Such inequity is said to result from the 
fact that under the rule American Natural would be liable 
for a portion of the total consolidated tax liability, the 
bulk of which arises from the 48% tax rate applicable to 
the system’s ordinary taxable income whereas American 
Natural’s net “contribution” to the system’s total taxable 
income would be derived from said capital gain which is 
taxable at the lower 30% rate. Accordingly, American 
Natural requests authorization, for the tax year 1973 (or 
for the tax year 1974, if the closing date for the sale of the 
Central Indiana stock should be later than December 31, 
1973), to allocate the consolidated tax liability in a manner 
deviating from the literal procedure prescribed by Rule 45 
(b) (6), as follows: 

(a) by apportioning the liability for the normal 
tax and surtax (48%) on ordinary income in 
accordance with the ration which that por- 
tion of the consolidated ordinary taxable 
income attributable to each member of the 
consolidated group having ordinary taxable 
income bears to the consolidated ordinary 
taxable income (subject to other adjustments 
pursuant to prior authorizations by the Com- 
mission in File Nos. 70-3791, 70-4135, 70- 
4648, and 70-5349, Holding Company Act 
Release Nos. 14013, 14904, 16331, and 
17984, respectively); and 
(b) by apportioning the liability for tax (30%) 
on consolidated net long-term capital gain 
in accordance with the ration which that 
portion of the consolidated net long-term 


capital gain attributable to each member of 
the group having net long-term capital gain 
bears to the consolidated net long-term 
capital gain. 


Based on estimated consolidated financial results for the 
year 1973 (including consummation of the proposed sale 
of the Central Indiana stock), the tax liability allocable to 
American Natural would amount to $2,206,800 under the 
proposed method of allocation as against $2,581,101 under 
the procedure of Rule 45(b) (6). The total system con- 
solidated tax liability for the year 1973, is estimated at 
$48,000,000. 


The proposed method of allocation would continue to be 
subject to the general proviso of the rule that in no event 
shall the tax liability allocated to any subsidiary company 
exceed the amount of tax of such company based upon a 
separate return computed as if such company had always 
filed its tax returns on a separate return basis. 


American Natural’s investment in the Central Indiana com- 
mon stock is recorded on its books at $15,949,536, as of 
July 31, 1973. After allowing for the above capital gains 
tax of $2,206,800, American Natural’s net profit from the 
proposed sale will be $2,343,664, which will be credited 

to its income and retained earnings accounts. The after-tax 
cash receipt ($18,293,200) from the sale will be used by 
American Natural initially to reduce its borrowings from 
banks which amounted to $25,600,000 at August 31, 1973. 


A statement of the fees and expenses to be incurred by 
American Natural in connection with the proposed trans- 
action will be filed by amendment. It is stated that no 
State commission and no Federal commission, other than 
this Commission has jurisdiction over the proposed sale of 
the Central Indiana stock by American Natural; and that 
the purchase thereof by Indiana Gas is subject to approval 
of the Public Service Commission of Indiana. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 20, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration, as amended, which 
he desires to controvert; or he may request that he be noti- 
fied if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D. C. 20549. 
Acopy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the 
declarant at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the declaration, as amended or as it may be further 
amended, may be permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations pro- 
mulgated under the Act, or the Commission may grant ex- 
emption from such rules as provided in Rule 20(a) and 100 
thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 
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For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18135/October 26, 1973 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 
New York, New York 10017 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 

Little Rock, Arkansas 72203 

(70-5404) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AND PREFERRED STOCK AT 

COMPETITIVE BIDDING AND ISSUE AND SALE OF 
COMMON STOCK TO PARENT HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. ("Middle South”), a registered holding company, and 
Arkansas Power & Light Company ("Arkansas”), an electric 
utility subsidiary, have filed an application-declaration with 
this Commission, pursuant to the Public Utility Holding 
Company Act of 1935 ("Act”), designating Sections 6(b), 
9(a), 10, and 12(f) of the Act and Rules 43 and 50 pro- 
mulgated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the appli- 
cation-declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 


Arkansas proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 promulgated under 
the Act, $40,000,000 principal amount of its First Mortgage 
Bonds, __% Series due 2003 (”"Bonds”). The interest rate 
on the Bonds (which will be a multiple of 1/8 of 1%) and 
the price, exclusive of accrued interest, to be paid to Arkan- 
sas (which will be not less than 100% nor more than 102- 
3/4% of the principal amount thereof) will be determined 
by the competitive bidding. The Bonds will be issued un- 
der Arkansas’ Mortgage and Deed of Trust dated as of Oc- 
tober 1, 1944, to Morgan Guaranty Trust Company of New 


York and John W. Flaherty, as successor Trustees, as hereto- 


fore supplemented and as to be further supplemented by a 
Twenty-fifth Supplemental Indenture to be dated as of 

December 1, 1973, which includes a prohibition until De- 
cember 1, 1978, against refunding the Bonds with the pro- 
ceeds of funds borrowed at a lower effective interest cost. 


Arkansas also proposes to issue and sell 150,000 shares of 

a new series of cumulative preferred stock ("Preferred 
Stock”), $100 par value, subject to the competitive bidding 
requirements of Rule 50 under the Act. The dividend rate 
of the Preferred Stock (which will be a multiple of 1/25 of 
1%) and the price to be paid to Arkansas (which will be not 
less than $100 nor more than $102.75 per share) 
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will be determined by the competitive bidding. The new 
series Preferred Stock will not be redeemable prior to De- 
cember 1, 1978, through the use of borrowed funds, or 
funds derived from sale of additional preferred stock, atan | 
effective cost to Arkansas lower than the cost of the pro- i 
posed new series preferred. 






Together with the issuance and sale by Arkansas of the 
Bonds and Preferred Stock, Arkansas further proposes to 
issue and sell to Middle South, and Middle South proposes 
to purchase from Arkansas 2,800,000 presently authorized 
but unissued shares of Arkansas common stock (“Common ; 
Stock”), at the par value of $13.50 per share, or 
$35,000,000 in the aggregate. A portion of the funds to be 
used by Middle South for the purchase of the Common 
Stock is proposed to be provided through the concurrent 
payment by Arkansas to Middle South (its sole common 
stockholder) of a special cash dividend of $10,000,000. 
Middle South proposes to obtain the other funds needed to 
effectuate the acquisition of the Common Stock through 
borrowings from commercial banks. 1/ 


Arkansas proposes to utilize the net proceeds from the 
issuance and sale of the Bonds, Preferred Stock and Com- 
mon Stock to retire short-term debt outstanding and to 
finance its construction program (estimated at 
$160,200,000 for 1973). Fees and expenses incident to 
the proposed transactions are estimated at $153,000, in- 
«cluding counsel fees of $46,000 and accountants’ fees of 
$8,000. The fees of counsel for the successful bidders are 
estimated at $17,500, to be paid by the successful bidders. 


The application states that the Arkansas Public Service Com- 
mission and the Tennessee Public Service Commission have 
jurisdiction over the proposed transactions and that the 
Arkansas Commission has authorized the issuance and sale 
of the Bonds, Preferred Stock and Common Stock; and 

that no other state commission and no federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 19, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant-declarant at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as amended or as it may be further 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the. General Rules and Regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as 

to whether a hearing is ordered, will receive notice of fur- (7% 
ther developments in this matter, including the date of the 
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hearing (if ordered) and any postponements thereof. 














For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Middle South has filed with this Commission a pending 
post-effective amendment to its declaration, File No. 70- 
5366, in which it is proposed that Middle South borrow up 
to $88, 700,000 from a group of commercial banks, under 
terms of a $135,000,000 revolving credit agreement dated 
as of July 1, 1973. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18136/October 26, 1973 


In the Matter of 


WISCONSIN GAS COMPANY 
626 East Wisconsin Avenue 
Milwaukee, Wisconsin 53201 
(70-5406) 


NOTICE OF PROPOSED ISSUE AND SALE OF NOTES 
TO BANKS AND/OR COMMERCIAL PAPER TO 
DEALER, AND OF BORROWINGS FROM TRUST 
DEPARTMENT OF BANK; EXCEPTION FROM COM- 
PETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Wisconsin Gas Company 
("Wisconsin Gas”), a gas subsidiary company of American 
Natural Gas Company, a registered holding company, has 
filed an application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6 and 7 of the Act and Rules 
42(b) (2), 50(a) (5) and 70(b) (2) promulgated thereunder 
as applicable to the proposed transactions. All interested 
persons are referred to the application-declaration, which is 
summarized below, for a complete statement of the pro- 
posed transactions. 


Wisconsin Gas proposes to borrow from commercial banks 
on its promissory notes (“Notes”) under lines of credit 
aggregating $28 million; to borrow from the Trust Depart- 
ment of M&I Marshall and Ilsley Bank ("Trust Department”) 
up to $5 million; or, to issue and sell up to $9 million of its 
commercial paper through a dealer. The total of all such 
borrowings will not exceed $28 million at any one time. 


Accordingly, Wisconsin Gas has arranged lines of credit 
with five commercial banks providing for the borrowing of 


up to $28 million on its notes maturing November 28, 1974. 


The banks and their respective commitments are as follows: 


Name of Bank Amount of 
Commitment 
First Wisconsin National Bank of 
Milwaukee, Wisconsin $12,000,000 


M&I Marshall & lisley Bank 


Milwaukee, Wisconsin 6,000,000 
First National City Bank, New York 4,000,000 
Manufacturers Hanover Trust Company, 

New York 3,000,000 
Marine National Exchange Bank 

Milwaukee, Wisconsin 3,000,000 

TOTAL $28,000,000 


Each Note will be dated as of the date of issuance, will 
mature November 28, 1974, and will bear interest at the 
prime rate in effect at the lending bank on the date of each 
borrowing, which interest rate will be adjusted to the prime 
rate effective with any change in said rate. Interest shall be 
payable at the end of each 90-day period subsequent to the 
date of borrowing and at maturity. There is no commit- 
ment fee, closing or other related charges payable to the 
banks, and the Notes may be prepaid at any time without 
penalty. In connection with the lines of credit, Wisconsin 
Gas is required to maintain compensating balances with the 
banks, the effect of which is to increase the effective inter- 
est cost by approximately one and one-half percent (1-1/2 
%) above the prevailing prime rate of ten percent (10%). 


Wisconsin Gas also proposes that it may, in lieu of the is- 
suance and sale of promissory notes to the above listed 
banks, issue and sell its promissory notes, to the extent 
funds are available, up to a maximum of $5 million out- 
standing at any one time to the Trust Department of the 
M&i Marshall & Isley Bank, Milwaukee, Wisconsin. It is 
stated that the Trust Department has a continuous flow of 
funds from its internal operations and follows a practice of 
pooling these funds for loans to various corporations. 


The interest rate on the proposed notes with the Trust 
Department will be equivalent to the highest rate paid daily 
by General Telephine & Electronics Corporation on its 
commercial paper with a maturity of 180 days. Wisconsin 
Gas will be notified by the Trust Department of any change 
in the interest rate. The notes issued from January 1 to 
June 30 will mature July 1 of the same year and those issued 
July 1 to December 31 will mature January 1 of the follow- 
ing year. The Trust Department will have the right, how- 
ever, to demand payment at any time of all or any part of 
the principal of the note or notes outstanding; Wisconsin 
Gas will have the right to prepay the notes at any time with- 
out penalty. 


Wisconsin Gas anticipates, under the proposed arrangement 
with the Trust Department, that it will be able to borrow 
money at a lower cost than borrowing from banks under 
lines of credit. It states, as an example, that on October 1, 
1973 the Trust Department's interest rate was 8.60% com- 
pared with First National City Bank’s prime rate of 10%. 


Wisconsin Gas further proposes, in lieu of the issuance and 
sale of its Notes to the above-listed banks, to issue and sell 
from time to time, commercial paper up to a maximum of 
$9 million outstanding at any one time to Goldman, Sachs 
& Co., New York, New York, a dealer in commercial paper. 
The commercial paper will have varying maturities of not 
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more than 270 days after the date of issue and will be issued 
and sold in varying denominations of not less than $50,000 
and not more than $2 million directly to Goldman, Sachs & 
Co. at a discount which will not be in excess of the discount 
rate per annum prevailing at the date of issuance for com- 
mercial paper of comparable quality and like maturities. 
Wisconsin Gas proposes to sell commercial paper only so 
long as the discount rate or the effective interest cost for 
such commercial paper does not exceed the equivalent cost 
of borrowings from commercial banks (after taking into 
consideration compensating balances) on the date of sale, 
except for commercial paper of maturity not exceeding 90 
days issued to refund outstanding commercial paper, if in 
the judgment of Wisconsin Gas, it would be impractical to 
borrow from commercial banks to refund such outstanding 
commercial paper. 


Goldman, Sachs & Co., as principal, will reoffer such com- 
mercial paper at a discount not to exceed 1/8 of 1% per 
annum less than the prevailing discount rate to Wisconsin 
Gas. Such commercial paper will be reoffered to not more 
than 200 identified and designated customers in a list (non- 
public) prepared in advance by Goldman, Sachs & Co., and 
no additions will be made to the customer lists without 
approval of the Commission. It is anticipated that the com- 
mercial paper will be held by customers to maturity; how- 
ever, if any commercial paper is repurchased by Goldman, 
sachs & Co., such paper will be reoffered to others in the 
group of 200 customers. No commission or fee will be pay- 
able by Wisconsin Gas in connection with the issue and sale 
of such commercial paper notes. 


Wisconsin Gas intends to use the amounts borrowed to re- 
pay notes outstanding on November 29, 1973 (estimated to 
aggregate $20 million) and to partially finance its 1973 
construction program (estimated at $13,106,000). It is 
anticipated that funds required to retire the notes and com- 
mercial paper will be obtained from long-term financing 
and funds generated internally. 


Wisconsin Gas also requests authority to file certificates of 
notification required by Rule 24 on a quarterly basis with 
respect to the proposed transactions with the Trust Depart- 
ment and Goldman, Sachs & Company. 


Fees and expenses incident to the proposed transactions 
are estimated at $4,100, including counsel fees of $1,600. 
It is stated that no approval or consent of any regulatory 
body other than this Commission is necessary for the con- 
summation of the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 21, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-decla- 
rant at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney-at-law, by certificate) 
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should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18137/October 26, 1973 


In the Matter of 


THE POTOMAC EDISON COMPANY 
Downsville Pike 

Hagerstown, Maryland 21740 
(70-5411) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
$15,000,000 PRINCIPAL AMOUNT OF FIRST MORT- 
GAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Potomac Edison 
Company ("Potomac”), a registered holding company and 
an electric utility subsidiary company of Allegheny Power 
System, Inc., also a registered holding company, has filed 
a declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 ("Act”), designating 
Sections 6 and 7 thereof and Rule 50 promulgated there- 
under as applicable to the proposed transaction. All inter- 
ested persons are referred to the declaration, which is sum- 
marized below, for a complete statement of the proposed 
transaction. 


Potomac proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50 under the Act, 
$15,000,000 principal amount of its First Mortgage and 
Collateral Trust Bonds ___% Series due 2003. The interest 
rate of the bonds (which will be a multiple of 1/8 of 1%) 
and the price, exclusive of accrued interest, to be paid to 
Potomac (which will be not less than 100% nor more than 
102-3/4% of the principal amount thereof) will be deter- 
mined by the competitive bidding. The bonds will be is- 
sued under an Indenture dated as of October 1, 1944, bet- 
ween Potomac and Chemical Bank, as Trustee, as hereto- 
fore supplemented and as to be further supplemented by a 


Supplemental Indenture to be dated as of December 1, 1973, 


which precludes Potomac from redeeming any such bonds 
prior to December 1, 1978, if such redemption is for the 
purpose of refunding such bonds through the use, directly 
or indirectly, of borrowed funds at an effective interest 
cost below that of the bonds. 
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The net proceeds from the sale of the bonds, together with 
other funds, will be used to prepay Potomac’s short-term 
bank notes to the extent desirable, to pay at maturity any 
commercial paper outstanding at the time of the sale of the 
bonds, for its construction program and working capital or 


to reimburse Potomac’s treasury for monies actually expend- 


ed for such purposes, and for other lawful corporate pur- 
poses. 


It is stated that the issue and sale of the bonds by Potomac 
require prior authorization of the Maryland Public Service 
Commission and the Pennsylvania Public Service Com- 
mission. The declaration states that no other state com- 
mission and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transaction. It 
is further stated that the fees and expenses to be incurred 
by Potomac in connection with the proposed issue and sale 
of its bonds are estimated at an aggregate of $97,000, in- 
cluding $24,500 in accountant’s fees, and $12,500 in legal 
fees. The fee of counsel for the purchasers of the bonds, to 
be paid by the successful bidders, is to be filed by amend- 
ment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 23, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to. 
controvert; or he may request that he be notified should 
the Commission order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above stated 
address, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the declaration, as filed 


or as it may be amended, may be permitted to become effec- 


tive as provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18138/October 26, 1973 


In the Matter of 
DELMARVA POWER AND LIGHT COMPANY 


800 King Street 
Wilmington, Delaware 19899 





(70-5400) 


NOTICE OF PROPOSED SALE AND REPURCHASE OF 
POLLUTION CONTROL FACILITIES AND ISSUANCE 
OF A POLLUTION CONTROL NOTE PURSUANT TO A 
FINANCING AGREEMENT WITH STATE DEVELOP- 
MENT AUTHORITY; EXCEPTION FROM COMPETI- 
TIVE BIDDING 


NOTICE IS HEREBY GIVEN that Delmarva Power & Light 


‘Company ("Delmarva"), a registered holding company and 


a public-utility company, has filed an application-decla- 
ration and amendment thereto with this Commission de- 
signating Sections 6, 7, 9(a) (1) and 10 of the Public U- 
tility Holding Company Act of 1935 ("Act”) and Rule 50 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
amended application-declaration, which is summarized be- 
low, for a complete statement of the proposed transactions. 


In August 1973, Delmarva placed into commercial opera- 
tion a 400,000 kilowatt low-sulfur oil-fired electric gene- 
rating unit at its Edge Moor station located in Wilmington, 
Delaware (“Edge Moor Unit”). Applicable environmental 
control standards of the State of Delaware necessitated 
equipping the Edge Moor Unit with air and water pollution 
control facilities and devices (" Facilities”). Delmarva pro- 
poses to cover its cost of constructing and installing these 
Facilities by entering into an agreement of sale ("Agree- 
ment”) with the Department of Community Affairs and 
Economic Development (“Department”) of the State of 
Delaware, a state agency. 


Pursuant to the Agreement it is proposed, among other 
things, that the Department will issue its pollution control 
revenue bonds ("Bonds"), in an aggregate principal amount 
not to exceed $8,000,000, and advance the proceeds from 
their sale to Delmarva pursuant to the terms of the Agree- 
ment to provide funds to cover Delmarva’s cost of con- 
structing the Facilities. In turn, Delmarva will convey title 
to the Facilities to the Department, which will thereupon 
sell the Facilities back to Delmarva under terms of an install- 
ment sale contract, title to the Facilities passing immediate- 
ly back to Delmarva. Delmarva will secure its installment 
payments under the installment sale contract by executing 
and delivering to a trustee ("Trustee” - to be named) a note 
(“Note”) which will be secured, pursuant to a security agree- 
ment, by a lien on the Facilities, subject only to Delmarva’s 
existing bond and interest indenture provisions. 


The Bonds will be issued under and secured by an Inden- 
ture of Trust (“Indenture”) between the Department and 
the Trustee. It is stated that the Bonds will not constitute 
general obligations of the State, but will be revenue bonds, 
the principal and interest on which will be payable solely 
out of funds paid by Delmarva pursuant to the Agreement. 
The Bonds will mature in 25 years from the date of issuance 
and it is contemplated interest payments thereon will be 
paid semi-annually. The Indenture will contain certain re- 
demption provisions which will include the right of Del- 
marva to cause the redemption of the Bonds, in whole or 

in part, at any time after they have been outstanding for 

10 years at an initial premium of 3% declining by 1/2% 
every year. The Agreement will additionally provide that 
Delmarva may prepay the purchase price without premium, 
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plus accrued interest if unreasonable burdens or excessive 
liabilities shall have been imposed upon the Department or 
Delmarva with respect to the project or the operation there- 
of such as but not limited to the imposition of Federal, 
State or other property income or other taxes not imposed 
on the date of the Agreement. 


Delmarva states that the Bonds are expected to be marketed 
pursuant to arrangements with a group of underwriters 
represented by Blyth Eastman Dillon & Co., Incorporated. 
While Delmarva will not be a party to the underwriting 
agreement for the Bonds, the Agreement provides that the 
terms of the offering shall be satisfactory to Delmarva. 
Application has been made on behalf of Delmarva and the 
Department to the Internal Revenue Service for its ruling 
that interest on the Bonds will be exempt from Federal in- 
come taxation. While it is not possible to ascertain in ad- 
vance precisely the interest rate which may be obtained in 
connection with the issuance of the Bonds, Delmarva has 
been advised that tax-exempt bonds of like quality and 
tenor have historically carried an annual interest rate approx- 
imately one and one-half to two percent lower than com- 
parable taxable obligations. 


The Note which Delmarva will issue will be in an aggregate 
principal amount equal to the amount of the Bonds. In- 
terest on the Note will be at the rates, and will be payable 
at times, corresponding to the rates of interest and times 
of payment thereof on the Bonds. As payments are made 
by Delmarva under the Note, such payment will constitute 
satisfaction of Delmarva’s obligation to pay the purchase 
price in accordance with the Agreement and the balance due 
on the Note will be reduced in amounts corresponding to 
the payments made by Delmarva to the Trustee under such 
Note. The Indenture will provide that upon any decla- 
ration of acceleration the issuing Department and the 
Trustee shall immediately declare an amount equal to all 
amounts then due and payable on the Bonds to be im 
mediately due and payable on the Delmarva Note held by 
the Trustee. 


For accounting and financial reporting purposes the indabt- 
edness of Delmarva under the Note will be capitalized. 


Delmarva states that the Public Service Commission of the 
State of Delaware has jurisdiction over the proposed trans- 
actions. No other State or Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 

actions. 


Fees and expenses incident to the proposed transactions 
are estimated at $85,360, including counsel fees of $35,000 
and accounting fees of $10,000. 


Delmarva requests that the issue of the Note be exempted 
from the competitive bidding requirements of Rule 50 by 
reason of clause (a) (5) thereof on the ground that the pro- 
posed transactions do not lend themselves as a practical 
matter to competitive bidding. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than November 20, 1973, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by the application-declaration, as amended, 
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which he desires to controvert; or he may request that he 
be notified should the Commission order a hearing in res- 
pect thereof. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) { 
upon the applicant-declarant at the above-stated address, 
and proof of service (by affidavit or, in case of an attorney- 
at-law, by certificate) should be filed with the request. At 
any time after said date, the application-declaration, as 
amended or as it may be further amended, may be granted 
and permitted to become effective as provided in Rule 23 

of the General Rules and Regulations promulgated under 

the Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 

such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is ordered 
will receive notice of further developments in this matter, 
including the date of the hearing (if ordered) and any post- ‘ 
ponements thereof. 







For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8045/October 19, 1973 


In the Matter of 


HARRIS, UPHAM TAX-EXEMPT FUND (First 
and Subsequent National and State 
Series) 

c/o Harris, Upham & Co. Incorporated 

120 Broadway 

New York, New York 10005 

(812-3506) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTIONS FROM SECTION 14(a) OF 
THE ACT AND RULES 19b-1 AND 22c-1 UNDER THE 
ACT 


On September 28, 1973 , a notice was issued (Investment 
Company Act Release No. 8011) of the filing of an appli- 
cation by Harris, Upham Tax-Exempt Fund (First and Sub- 
sequent National and State Series) (“Applicant”), registered 
under the Investment Company Act of 1940 ("Act”) as a 
unit investment trust, for an order pursuant to Section 6 
(c) of the Act exempting Applicant (i) from the provisions 
of Section 14(a) of the Act insofar as such provisions would 
prohibit Applicant from selling units of each of the pro- 
posed series to the public without the series having received 
investments in the amount of at least $100,000 from not 
more than 25 investors; (ii) from the provisions of Rule 



















19b- 1 under the Act to permit each series to distribute 


capital gains more than once a year; and (iii) from the pro- 


visions of Rule 22c-1 under the Act to permit the sponsor 
of each series to engage in secondary market activities in 
units of each series at prices based on past valuations. 


The notice gave interested persons an opportunity until Oc- 
tober 18, 1973, at 5:30 p.m., to request a hearing and stated 
that an order disposing of the application might be issued 
upon the basis of the information stated in the application 
unless a hearing should be ordered. The Commission has 
received a request for a hearing in this matter filed by the 
Independent Investor Protective League. The Applicant has 
also filed a Memorandum in opposition to the request for 
ahearing. The matter having been considered, it does not 
appear to the Cornmission that a hearing on the application 
is necessary or appropriate in the public interest or for the 
protection of investors. The Commission has, therefore, not 
ordered a hearing in this matter. 


The application has been considered and it is found that the 
granting of the requested exemptions is necessary or appro- 
priate in the public interest and consistent with the pro- 
tection of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


IT |S ORDERED, pursuant to Section 6(c) of the Act, 

that the application for exemption from the provisions of 
Section 14(a) of the Act and Rules 19b-1 and 22c-1 under 
the Act, to the extent requested, be, and hereby is, granted, 
effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8046/October 25, 1973 


See Investment Advisers Act Release No. 392/October 25, 
1973. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8047/October 26, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 393/October 26, 1973 


EXTENDED COMMENT PERIOD FOR VARIABLE 
LIFE INSURANCE RULES 


The Securities and Exchange Commission has received re- 
quests for an extension of the due date for comments upon 
its Proposal to Amend Rule 3c-4 under the Investment 
Company Act of 1940 and Rule 202-1 under the Invest- 
ment Advisers Act of 1940 to Condition the Exemptions 
Afforded by Those Rules for Insurance Company Separate 
Accounts Issuing Variable Life Insurance Contracts and 





Their Advisers on a Determination by the Commission that 
Applicable State Laws or Regulations Provide Protections 
Substantially Equivalent to Relevant Protections Afforded 
by the Investment Company Act and the Investment Ad- 
visers Act. In view of these requests that the comment per- 
iod be extended, the Commission has authorized an exten- 
sion to November 19, 1973 of the due date for submitting 
comments. The Commission desires a prompt determination 
with respect to adoption of the proposed rule amendments, 
but believes that this extension is appropriate and will not 
result in undue delay. Notice of the proposed rule amend- 
ments was published on September 20, 1973 in Investment 
Company Act Release No. 8000, Investment Advisers Act 
Release No. 391. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 392/October 25, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 10454/October 25, 1973 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8046/October 25, 1973 


Admin. Proc. File No. 3-4138 
In the Matter of 


BLAKE, STEPHENS & KITTREDGE, INC. 
611 West Sixth Street 

Los Angeles, California 

(811-1945) 


JAMES H. CHENEY 
DAVID R. KITTREDGE 
JAMES M. GALBRAITH 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings under the Investment Advisers, Securi- 
ties Exchange and Investment Company Acts, offers of 
settlement have been submitted by Blake, Stephens & 
Kittredge, Inc. (“registrant”), a registered investment ad- 
viser, James H. Cheney, registrant's president, David R. 
Kittredge, vice-president, and James M. Galbraith, secretary 
and a partner in the law firm which is general counsel to 
registrant. Registrant is investment adviser to California 
Venture Fund, Inc. (“Fund”), a registered open-end invest- 
ment company. Registrant’s common stock was offered 
and sold to the public pursuant to a registration statement 
which became effective on April 11, 1972. 
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Under the terms of their offers, respondents, solely for the 
purpose of settling these proceedings and without admitting 
or denying the allegations in the order for proceedings, con- 
sent to certain findings of misconduct and to the imposition 
of specified sanctions. Upon the recommendation of its 
staff, the Commission determined to accept the offers. 


On the basis of the offers of settlement, it is found that: 1/ 


1. Registrant, Cheney and Galbraith willfully violated Sec- 
tion 17(a) of the Securities Act and Sections 10(b) and 13 
(a) of the Exchange Act and Rules 10b-5 and 13a-11 there- 
under in connection with the use of registrant’s prospectus, 
dated April 11, 1972, a paste-on sticker thereto, dated May 
23, 1972, and various Form 8-Ks filed by registrant during 


the period May 27 through September 13, 1972. Said docu- 


ments were materially misleading with respect to the dollar 
amount of assets under management, the number of ac- 
counts managed and revenues received in registrant's in- 
vestment advisory business, and with respect to the use of 
proceeds from, and the plan of distribution of, registrant's 
public offering. 


2. Registrant, Cheney and Kittredge willfully aided and 
abetted violations of Sections 206(1) and 206(2) of the 
Advisers Act in connection with Fund's purchase of war- 
rants in violation of its investment policy, an overstatement 
of Fund's net asset value, and allocations of Fund’s broker- 
age otherwise than as stated in its prospectuses. 


The offers of settlement provide that registrant’s investment 
adviser registration may be withdrawn; and that Cheney 

and Kittredge, for a period of up to 90 days, and Galbraith, 
for a period of up to 60 days, may be suspended from being 
associated as an officer, director or employee with a bro- 
ker-dealer, investment adviser or affiliated person of an in- 
vestment adviser, and prohibited for the same periods from 
serving or acting in the capacities specified in Section 9(b) 
of the Investment Company Act with respect to a registered 
investment company. 


In support of their offers, respondents represent that regis- 
trant will reimburse Fund in the amount of $27,246.71 for 
losses on investments in warrants contrary to Fund’s stated 
investment policy; that, within 30 days from the date here- 
of, Cheney, Kittredge and Galbraith will file an affidavit 
with the Commission’s Los Angeles Regional Office stating 
that such reimbursement has been made; that, in the event 
such affidavit is not so filed, the Commission may impose 
additional sanctions upon application, as to which respon- 
dents will be afforded an opportunity to respond; and that 
registrant will retain and maintain all of its books and re- 
cords, including account folders and computer runs, in 
accordance with rules and regulations under the Advisers 
Act and the Internal Revenue Code of 1954 as amended for 
the time periods stated therein. 


In view of the foregoing, it is appropriate in the public inter- 


est to impose the maximum sanctions specified in the offers 
of settlement. 


Accordingly, IT IS ORDERED that the registration as an 
investment adviser of Blake, Stephens & Kittredge, Inc. be, 
and it hereby is, withdrawn; and that, effective November 
5, 1973, James H. Cheney and David R. Kittredge, for a 

period of 90 days, and James M. Galbraith, for a period of 
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60 days, be, and they hereby are, suspended from being 
associated as an officer, director or employee with a broker- 
dealer, investment adviser or affiliated person of an invest- 
ment adviser, and prohibited during their respective periods 
of suspension from serving or acting in the capacities speci- 
fied in Section 9(b) of the Investment Company Act with 
respect to a registered investment company. 










For the Commission, by the Office of Opinions and Review, | 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are binding only upon the above- 
captioned respondents. : 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 393/October 26, 1973 


See Investment Company Act Release No. 8047/October 
26, 1973. 








LITIGATION 





Litigation Release No. 6107/October 23, 1973 


SEC v. SITOMER, SITOMER & PORGES, et al. 
(United States District Court for the Southern District of 
New York) 


On October 19, 1973 the Securities and Exchange Com- 
mission filed a complaint in the United States District 

Court for the Southern District of New York seeking to en- 
join the law firm of Sitomer, Sitomer and Porges, Alvin 

Lester Sitomer, Stephen Joel Sitomer, Robert E. Porges, 
Empire Fire and Marine Insurance Co., Gary O. Gross and 

Yale Kaplan from further violations of Sections 5(b), 7, and 
17(a) of the Securities Act of 1933 and Rules 408 and 

463 thereunder and Section 10(b) of the Securities Ex- | 
change Act of 1934 and Rule 10b-5 thereunder. The Com- 
mission’s complaint alleges that the Sitomer law firm and 
the three principals of the firm, Alvin Sitomer, Stephen 
Sitomer and Robert Porges instituted a scheme whereby 
they would solicit the officers of private companies to 
enter into written compensation agreements with the 
Sitomer law firm. These agreements typically provided that 
if the Sitomer firm was successful in assuring that there was 
a public offering of the stock of these companies, then the 
companies would pay to the Sitomer firm a cash fee of 
approximately 2 1/2% and would allow the Sitomer firm 
to purchase approximately 2% of the company’s out- | 
standing stock at cheap pre-public offering prices. In addi- 
tion these agreements provided that the Sitomer firm be 
paid customary fees for legal work done. 


' 










The Commission’s complaint further alleged that the 











| 






Sitomer firm, Alvin Sitomer, Stephen Sitomer, Robert 
Porges, Empire Fire and Marine Insurance Co., Empire’s pre- 
sident Gary O. Gross, and Empire’s executive vice-president, 
Yale Kaplan, failed to disclose to the public, to underwri- 
ters and to its auditors the material facts surrounding the 
compensation agreement between Empire Fire and Marine 
and the Sitomer firm. The Commission alleged that these 
defendants in a registration statement and prospectus filed 
with the Commission and dated May 31, 1972 made untrue 
statements regarding the cost of the offering, the use of pro- 
ceeds and the amount of fees paid to the Sitomer firm and 
also failed to disclose the fact that Empire was to pay find- 
ers fees to the Sitomer firm in the form of cash and cheap 
stock. 


The complaint also alleges that the principals of the Sitomer 
law firm caused a registration statement for Glacier General 
Assurance Company to be filed with the Commission which 
failed to disclose, among other things, that Glacier General 
was to pay the Sitomer firm a cash finders fee of 2% of the 
gross offering price or $400,000; and, that the profit of 
approximately $900,000 on the cheap Glacier stock trans- 
ferred to the Sitomer firm might be considered further fin- 
ders fees, in light of an agreement whereby Glacier General 
would repurchase the cheap stock purchased by the Sitomer 
firm should there be no successful public offering. 


Existence of this Glacier General Compensation arrangement 
came to the attention of the Commission’s staff through 

the cooperation of Glacier’s president, counsel for the 
underwriter of the proposed Glacier offering and Stuart C. 
Goldberg, an attorney formerly associated with the Sitomer 
firm. Empire Fire and Marine Insurance Company’s past 
and present insurance operations and practices are not in 
issue in this case. 





Litigation Release No. 6108/October 23, 1973 


UNITED STATES v. RAYMOND I. WEISS, et al. 
(U.S.D.C., Md., Criminal No. 72-0581 H) 


George Beali, United States Attorney for the District of 
Maryland, and William R. Schief, Administrator of the 
Washington Regional Office of the Securities and Exchange 
Commission, announced that on October 17, 1973, before 
the Honorable Alexander Harvey, II, United States District 
Court Judge for the District of Maryland, Raymond I. Weiss 
pleaded nolo contendere to one count of conspiracy of a 

14 count indictment charging violations of the registration 
and anti-fraud provisions of the Securities Act of 1933 and 
the anti-fraud provisions of the Securities Exchange Act of 
1934, mail fraud, fraud by wire, interstate transportation of 
stolen property, and conspiracy to commit the aforemen- 
tioned offenses all in connection with the sale of the un- 
registered stock of American Continental Industries, Inc. 


Judge Harvey postponed sentencing of Weiss until after the 
trial of the other defendants in the case. 


For further information see Litigation Release Nos. 4173, 
@ 4184, 4220, 4296, 5597, 5636, and 6089. 





Litigation Release No. 6109/October 25, 1973 


SEC v. NATURAL RESOURCE MANAGEMENT CORP., 
et al. 


(U.S.D.C., ED. Va., Newport News Division) 


William R. Schief, Administrator of the Washington Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on October 18, 1973, the Commission filed 

a complaint in the U. S. District Court at Newport News, 
Virginia seeking to enjoin Natural Resource Management 
Corporation, a Delaware corporation with offices in New- 
port News, Virginia, its president, William A. Hall, III, of 
Newport News, Virginia, and its vice-president, James R. 
McNab, Jr., of Charleston, West Virginia, from violations 
of the registration provisions of the Securities Act of 1933 
(Securities Act) and the anti-fraud provisions of the Securi- 
ties Act and the Securities Exchange Act of 1934. 


The Commission alleged in its complaint that the defendants 
have, since on or about November 1970, been offering and 
selling securities, namely fractional undivided interests in 

oil and gas leases located in Ohio, Texas, and West Virginia, 
and that such securities were not registered with the Com- 
mission as required by the Securities Act. 


The complaint further alleged that in the offer and sale of 
such securities, the defendants made material misstatements 
and omitted to state material facts to purchasers and pros- 
pective purchasers concerning, among other things, esti- 
mates of recoverable gas reserves, projections of produc- 
tion income and projections of the time in which an inves- 
tor’s original investment would be returned. 





Litigation Release No. 6110/October 25, 1973 


SEC v. DICKINSON, ROTHBART & CO., INC.., et. al. 
(S.D.N.Y.) 


William D. Moran, Regional Administrator of the New York 
Regional Office of the Securities and Exchange Com- 
mission, announced today that on September 10, 1973, 
upon the consent of defendant Norman H. Shultz, vice 
president of Dickinson, Rothbart & Co., Inc., Judge Con- 
stance Baker Motley issued a permanent injunction enjoin- 
ing him from further violations of the registration, net 
capital, books and records, supplemental reporting, and 
segregation requirements under Sections 15(b), 15(c), and 
17(a) of the Securities Exchange Act of 1934, and the 
margin regulations under Section 7(c) of the Securities and 
Exchange Act of 1934, and Regulation T thereunder as 
promulgated by the Board of Governors of the Federal 
Reserve System. 


The Commission’s complaint in the proceeding was filed on 
March 15, 1973 and a Securities Investor Protection Cor- 
poration trustee was appointed on March 16, 1973. 


For further details see Litigation Release No. 5812/March 
26, 1973. 
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Litigation Release No. 6111/October 25, 1973 


S.E.C. v. MAXWELL BENTLEY, et al. (C.A. 10, No. 
721108) 


Donald J. Stocking, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission, today 
announced that on October 9, 1973, the United States 
Court of Appeals for the Tenth Circuit affirmed an order of 
the Honorable Willis W. Ritter, Chief Judge, United States 
District Court for Utah, granting a permanent injunction 
against Maxwell Bentley of Salt Lake City, Utah. 


The District Court Judge had concluded, after trial, that 
Bentley had sold stock of Mountain States Development 
Company, a Utah corporation, in interstate commerce con- 
trary to the registration and anti-fraud provisions of the 
federal securities acts. The Tenth Circuit affirmed the Dis- 
trict Court's findings that Bentley was supervisor of the 
stock transfer office of Mountain States Development in 
Salt Lake City during a time when large amounts of un- 
registered stock of Mountain states were retransferred 
through that office. 


The Tenth Circuit also found that Bentley assisted in pre- 
paring, editing or mailing letters to shareholders which had 
material omissions of fact concerning the interests Mountain 
States owned in oil properties and a battery manufacturing 
company. The Tenth Circuit rejected Bentley’s arguments 
on appeal that the proof failed to show a violation of the 
registration provisions and the anti-fraud provisions and that 
there was no justification for a permanent injunction. The 
Appellate Court found that the record supports the District 
Court Judge’s determination to grant a permanent injunc- 
tion. 





Litigation Release No. 6112/October 26, 1973 


SEC v. DONALD H. ABRAMS, et al. (D. Md. Civil Action 
No. 73-1043) 


William R. Schief, Administrator of the Washington Regional 
Office of the Securities and Exchange Commission today 
announced that on October 24, 1973 the Commission filed 
a Complaint for a permanent injunction, and certain ancill- 
ary relief in the United States District Court for the Dis- 
trict of Maryland charging Donald H. Abrams of Bethesda, 
Maryland with violations of the securities registration and 
anti-fraud provisions of the Securities Act of 1933 and the 
broker-dealer registration and anti-fraud provisions of the 
Securities Exchange Act of 1934. The Complaint further 
charges Harry Rich, of Washington, D. C. and Sully Cor- 
poration, of Bethesda, Maryland with violations of the 
aforementioned anti-fraud provisions of the federal securi- 
ties laws. Rich is the president of Sully Corporation. 


The Complaint involves the offer and sale of interests in 
twenty-five limited and general partnerships in unimproved 
real property in Maryland and Virginia between 1966 and 
the present date by Abrams. The Complaint further alleges 
violations of the anti-fraud provisions in that Abrams, Rich 
and Sully failed to disclose: 
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(1) the true principals and/or owners of Sully Corpor- 


ation; 
(2) the actual capacity of Sully Corporation in the sale of 
certain unimproved real property to various limited 
and general partnerships; 
(3) the defendants’ taking for their own benefit and en- 
richment the opportunity to purchase certain un- 
improved real property and sell such to various limit- 
ed and general partnerships at substantial profits; 
(4) the breach of defendant Donald H. Abrams’ fiduciary 
duty and obligation to such partnerships; and 
(5)  thatin at least two instances undisclosed profits 
totalling approximately $240,000 were realized by 
defendants in the sale of specific parcels of real pro- 
perty to Town Center Limited Partnership and 
South Branch Industrial Limited Partnership. 
The Complaint also requests the following ancillary relief: 
(1) an immediate accounting of funds received by defen- 
dants relating to Town Center Limited Partnership 
and South Branch Industrial Limited Partnership; 
(2) disgorgement of undisclosed profits wrongfully ob- 
tained by defendants in the two partnership trans- 
actions described above; 
(3) the appointment of a special fiscal agent to oversee 
and supervise management of the twenty-five subject 
limited and general partnerships; and 
(4) the dissemination of a disclosure document acceptable 
to the staff of the Commission to all limited and 
general partners. 


i 


, 


Contemporaneously with the filing of this action, the defen- | 


dants consented to the entry of a final judgment of per- 
manent injunction without admitting or denying the al- 
legations contained therein. Pursuant to such consent the 
Honorable Joseph H. Young, United States District Judge 
for the District of Maryland, entered a Final Judgment 
permanently enjoining the defendants from further vio- 
lations of the previously mentioned provisions of the fed- 
eral securities laws. The defendants also consented to all 
the ancillary relief requested including an immediate ac- 
counting and disgorgement of approximately $240,000 as 
well as to the preparation, filing and dissemination to in- 
vestors by November 28, 1973 of a disclosure document, 
acceptable to the staff of the Commission. A schedule of 
disgorgement payments was filed with the Court. Such 
accounting, ancillary relief and disclosure document was 
ordered in the Final Judgment. Jeffrey D. Bauman, Esquire, 
of Washington, D. C. was appointed special fiscal agent by 
the Court. 
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TRUST INDENTURE ACT OF 1939 
Release No. 346/October 19, 1973 


The Securities and Exchange Commission has issued an 
order granting an application of The Flintkote Company 
under the Trust Indenture Act of 1939 that the trusteeship 
of Bankers Trust Company under four indentures is not so 
likely to involve a material conflict of interest as to make it 
necessary in the public interest or for the protection of 
investors to disqualify Bankers Trust Company from acting 
as trustee under these indentures. 
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